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STATEMENT OF QUESTIONS PRESENTED 

1. Are mail rate proceedings covering a period of five 
years and designated by the Civil Aeronautics Board in 
successive years as “temporary” proceedings, really tem¬ 
porary in character, or are they a measure used to cir¬ 
cumvent the real intent of Section 406 (b) of the Civil 
Aeronautics Act of 1938 as amended ? 

2. May a competitor have a right of intervention in a 
“temporary” mail rate case equal to that granted in the 
final proceedings? 

3. Should a certificated carrier be permitted to use 
mail pay subsidy to finance below-cost operations to meet 
rates and fares of a nonsubsidized competitor in a special 
field of air transportation -when no actual hearing is held 
to determine the facts and when the nonsnbsidized com¬ 
petitor who will be adversely affected by the subsidy is 
not allowed to intervene? 
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No. 11,051 


Air Transport Associates, Inc., Petitioner 

v. 

Civil Aeronautics Board, Respondent 


Petition for Review of Orders of the 
Civil Aeronautics Board 


PETITIONER'S BRIEF 


JURISDICTIONAL STATEMENT 

This court has appellate jurisdiction under Section 1006 
of the Civil Aeronautics Act of 1938, as amended (49 
U.S.C., Sec. 401 et seq.; 52 Stat. 1233, 1235) and Section 
10(e) of the Administrative Procedure Act (5 TT.S.C. 
Sec. 1009(e); 60 Stat. 243) to review orders of the Civil 
Aeronautics Board Nos. E-5265 and E-5273 dated April 
9, 1951 and April 11, 1951, respectively, such orders being 
issued in Civil Aeronautics Board Docket No. 2539, et <U. 
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STATEMENT OF THE CASE 

Petitioner seeks review of two orders of the Civil Aero¬ 
nautics Board (hereinafter referred to as “the Board”), 
one denying petitioner leave to intervene in Docket No. 
2539 involving proceedings to fix temporary mail rates 
for Northwest Airlines, Inc., (J. A. 18-23) and the other 
establishing a temporary mail rate for Northwest Air¬ 
lines, Inc., for its transpacific operations. 

Northwest Airlines, Inc., (hereinafter called “North¬ 
west”) is a carrier holding a certificate of public con¬ 
venience and necessity authorizing it to engage in for¬ 
eign and overseas air transportation with respect to per¬ 
sons, property and mail from certain domestic points 
across the Pacific to points in Asia. On September 26, 
1946, Northwest Airlines, Inc., petitioned the Board for 
a temporary mail rate for the transpacific operations. 
The Board then issued, on January 23, 1947, an order 
fixing and determining a temporary rate for the aircraft 
transportation of mail by Northwest in its transpacific 
operations. Subsequently, the initial temporary rate was 
adjusted by several successive temporary rate orders 
which were issued by the Board, the substance of which 
will be found on pages 3 and 4 of the Petition for 
Review (J. A. 4, 5). 

The temporary rate orders as issued provided that the 
proceeding should remain open pending entry in such 
proceeding of an order fixing the final rates, the final 
rate to be retroactive to September 1, 1946, or to such 
other date as the Board should determine. The orders 
provided that the final rates might be lower or higher 
than the temporary rates theretofore fixed. 

In a show- cause order Serial No. E-5244, dated March 
28, 1951, the Board directed Northwest to show cause 
why the Board should not fix the sum of $14,869,000 as 
the fair and reasonable temporary compensation rate for 
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overseas and foreign operations for the periods Septem¬ 
ber 26, 1946 to December 31, 1950, and for the period on 
and after January 1, 1951. For the period after January 
1, 1951, a formula was provided whereby the effective 
rate could be determined. 

Thereafter, on April 4, 1951, Air Transport Associates, 
Inc., (hereinafter called petitioner), an irregular carrier 
in overseas transportation of passengers and cargo be¬ 
tween Seattle, Washington, and Anchorage, Alaska, asked 
the Board for leave to intervene in the Northwest mail 
rate proceedings. At the same time petitioner filed ob¬ 
jections to the temporary rates proposed in the Board’s 
show cause order Serial No. E-5244, dated March 28, 1951. 

The Board granted the petition for intervention by 
issuing order Serial No. E-5265 on April 9, 1951 (J. A. 
18-23). This grant of intervention, however, was limited 
to the future determination of the final mail rates, and 
only to such issues as related to passenger and property 
operations from the State of Washington to the Territory 
of Alaska and the extent to which such passenger and 
cargo operations should be underwritten with “need” mail 
pay from the date of the beginning of petitioner’s opera¬ 
tions. 

Order Serial No. E-5265 denied petitioner the right of 
intervention in the temporary mail rate proceedings or 
in proceedings outside the range of its operations. 

In a t>ro forma hearing (J. A. 93-97), a waiver and 
stipulation was filed bv Northwest, the Postmaster Gen¬ 
eral, and Public Counsel (J. A. 98-99) which waived pre- 
hearing conference, all further procedural steps subse¬ 
quent to public hearing, and consented to immediate entry 
of final order fixinsr rates as proposed in show cause 
order, and further stipulated proceeding would remain 
open -oendinj? entrv of an order fixing final rates which 
might be higher or lower than the temporary rate. 
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Thereafter, the Board issued order Serial No. E-5273 
on April 11, 1951 (J. A. 23-26), in which order the tem¬ 
porary mail rate for Northwest was fixed at the rate set 
forth in its order to show cause. Not having been per¬ 
mitted to intervene in the temporary rate proceedings, 
petitioner was not able to participate in the formulation 
of order Serial No. E-5273 except in a limited manner. 

On July 3, 1951, the Civil Aeronautics Board filed a 
Motion to Dismiss, basing its motion on two questions 
for the court’s decision: First, whether under the cir¬ 
cumstances presented in this case, the court had jurisdic¬ 
tion at this time to review (1) an order of the Board 
fixing a temporary mail rate awarding provisional com¬ 
pensation; or (2) an order of the Board denying an 
irregular carrier the right to intervene in a proceeding 
to fix such a temporary rate for a competing certificated 
carrier. On August 31, 1951, this court denied the Mo¬ 
tion to Dismiss, and the case is now before this court 
upon the original petition filed on June 7, 1951, in which 
petitioner is seeking review of Order Serial No. E-5265, 
which order denied it intervention in the temporary rate 
proceeding, and of Order Serial No. E-5273 fixing a 
temporary mail rate for Northwest’s transpacific opera¬ 
tions. 


STATUTES INVOLVED 

Civil Aeronautics Act of 1938, as amended, Section 2 
(49 U.S.C. 402) provides: 

“In the exercise and performance of its powers 
and duties under this Act, the Authority shall con¬ 
sider the following, among other things, as being in 
the public interest, and in accordance with the public 
convenience and necessity— 

(a) The encouragement and development of an 
air-transportation system properly adapted to the 
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present and future needs of the foreign and domestic 
commerce of the United States, of the Postal Service, j 
and of the national defense; 

(b) The regulation of air transportation in such ! 
manner as to recognize and preserve the inherent ad¬ 
vantages of, assure the highest degree of safety in, 
and foster sound economic conditions in, such trans¬ 
portation, and to improve the relations between, and j 
coordinate transportation by, air carriers; 

(c) The promotion of adequate, economical, and 
efficient service by air carriers at reasonable charges, 
without unjust discriminations, undue preferences or j 
advantages, or unfair or destructive competitive prac¬ 
tices; 

(d) Competition to the extent necessary to assure ! 
the sound development of an air-transportation sys- j 
tern properly adapted to the needs of the foreign 
and domestic commerce of the United States, of the 
Postal Service, and of the national defense; 

(e) The regulation of air commerce in such man¬ 
ner as to best promote its development and safety; 
and 

(f) The encouragement and development of civil j 

aeronautics.” | 

Section 406 (49 U.S.C. 486) provides: 

“(a) The Authority is empowered and directed, 
upon its own initiative or upon petition of the Post¬ 
master General or an air carrier, (1) to fix and de¬ 
termine from time to time, after notice and hearing, 
the fair and reasonable rates of compensation for the! 
transportation of mail by aircraft, the facilities used 
and useful therefor, and the services connected there- j 
with (including the transportation of mail by an air 
carrier by other means than aircraft whenever such 
transportation is incidental to the transportation of 
mail by aircraft or is made necessary by conditions! 
of emergency arising from aircraft operation), by| 
each holder of a certificate authorizing the trans-! 
portation of mail by aircraft, and to make such rates 
effective from such date as it shall determine to be! 
proper; (2) to prescribe the method or methods, byj 
aircraft-mile, pound-mile, weight, space, or any com- 
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bination hereof, or otherwise, for ascertaining snch 
rates of compensation for each air carrier or class 
of air carriers; and (3) to publish the same; and the 
rates so fixed and determined shall be paid by the 
Postmaster General from appropriations for the 
transportation of mail by aircraft. 

“(b) In fixing and determining fair and reason¬ 
able rates of compensation under this section, the 
Authority, considering the conditions peculiar to 
transportation by aircraft and to the particular air 
carrier or class of air carriers, may fix different rates 
for different air carriers or classes of air carriers, 
and different classes of service. In determining the 
rate in each case, the Authority shall take into con¬ 
sideration, among other factors, the condition that 
such air carriers may hold and operate under certifi¬ 
cates authorizing the carriage of mail only by provid¬ 
ing necessary and adequate facilities and service for 
the transportation of mail; such standards respecting 
the character and quality of service to be rendered 
by air carriers as may be prescribed by or pursuant 
to law; and the need of each such air carrier for 
compensation for the transportation of mail sufficient 
to insure the performance of such service, and, to¬ 
gether with all other revenue of the air carrier, to 
enable such air carrier under honest, economical, and 
efficient management, to maintain and continue the 
development of air transportation to the extent and 
of the character and quality required for the com¬ 
merce of the United States, the Postal Service, and 
the national defense.’’ 

Administrative Procedure Act 
Section 5 (5 U.S.C. 1004) provides: 

“In every case of adjudication required by statute 
to be determined on the record after opportunity for 
an agency hearing, * * * 

“ (b) The agency shall afford all interested parties 
opportunity for (1) the submission and consideration 
of facts, arguments, offers of settlement, or proposals 
of adjustment where time, the nature of the proceed- 
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ing, and the public interest permit, and (2) to the 
extent that the parties are unable so to determine any 
controversy by consent, hearing, and decision upon no¬ 
tice and in conformity with sections 1006 and 1007 of 
this title.” 

Section 7 (5 U.S.C. 1006) provides: 

“In hearings which section 1003 or 1004 of this 
title requires to be conducted pursuant to this sec¬ 
tion— # * 

“(c) Except as statutes otherwise provide, the 
proponent of a rule or order shall have the burden 
of proof. Any oral or documentary evidence may be 
received, but every agency shall as a matter of policy 
provide for the exclusion of irrelevant, immaterial, 
or unduly repetitious evidence and no sanction shall 
be imposed or rule or order be issued except upon 
consideration of the whole record or such portions 
thereof as may be cited by any party and as sup¬ 
ported by and in accordance "with the reliable, proba¬ 
tive, and substantial evidence. Every party shall 
have the right to present his case or defense by oral 
or documentary evidence, to submit rebuttal evi¬ 
dence, and to conduct such cross-examination as may 
be required for a full and true disclosure of the 
facts. • * *” 

Section 10(e) (5 U.S.C. 1009(e)) provides: 

“(e) So far as necessary to decision and where 
presented the reviewing court shall decide all relevant 
questions of law, interpret constitutional and statu¬ 
tory provisions, and determine the meaning or ap¬ 
plicability of the terms of any agency action. It 
shall (A) compel agency action unlawfully withheld 
or unreasonably delayed; and (B) hold unlawful and 
set aside agency action, findings, and conclusions 
found to be (1) arbitrary, capricious, an abuse of 
discretion, or otherwise not in accordance with law; 
(2) contrary to constitutional right, power, privilege, 
or immunity; (3) in excess of statutory jurisdiction, 
authority, or limitations, or short of statutory right; 
(4) without observance of procedure required by law; 
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(5) unsupported by substantial evidence in any case 
subject to the requirements of sections 1006 and 1007 
of this title or otherwise reviewed on the record of 
an agency hearing provided by statute; or (6) un¬ 
warranted by the facts to the extent that the facts 
are subject to trial de novo by the reviewing court 
In making the foregoing determinations the court 
shall review the whole record or such portions thereof 
as may be cited by any party, and due account shall 
be taken of the rule of prejudicial error/’ 

STATEMENT OF POINTS 
I 

The Board in continuing the “temporary” mail rate 
proceedings in the Northwest Mail Kate Case from year 
to year has deviated from the requirements set up by 
its opinion in the National Airlines Inc. Meal Rales, case 
which it adopted March 5, 1948 (Docket 3037). 

n 

The Board in deviating from its requirements for a 
“temporary” mail rate is circumventing the real intent 
of the Civil Aeronautics Act, Section 406(b) 52 Stat. 998, 
49 U. S. C. A. Sec. 486(b). 


m 

The Board, while recognizing Air Transport’s “competi¬ 
tive interest” completely ignored petitioner’s objections 
to the temporary mail rates, and denied it the right to 
present any proof as to why Northwest should not re¬ 
ceive a large mail subsidy in the unique Seattle to Alaska 
routes, thus arbitrarily cutting off petitioner’s rights. 
As a result of the temporary mail subsidy, Northwest 
was given such competitive advantages over petitioner as 
to greatly injure its interests and to result in financial 
loss. 
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IV 

If petitioner had been allowed to intervene, it would 
have presented important evidence against the allowance 
to Northwest of large temporary subsidy. 

V 

Although Air Transport was denied the right to inter¬ 
vene in the “temporary” proceeding, the result was final 
so far as petitioner was concerned. 

VI 

Under the circumstances of this case, petitioner had 
an equal right of intervention in both the temporary and 
final procedings. 


vn 

By denying petitioner the right to intervene, the Board 
thus avoided a hearing at which evidence could have 
been submitted and the facts determined, instead of en¬ 
tering its order upon the stipulation signed by counsel 
representing Northwest Airlines and the Government 

vm 

In the public interest, the government should not pay 
mail subsidies to air carriers in order to permit the sub¬ 
sidized carrier to unfairly compete with nonsubsidized 
carriers by quoting below-cost tourist transportation fares 
on which they operate luxury or semi-luxury equipment 
to attract the traffic. 


SUMMARY OF ARGUMENT 

I. Although the mail rate proceedings in the North¬ 
west Mail Rate Case covering a period of more than 
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five years have been designated as “temporary” by the 
Civil Aeronautics Board in successive years, they are 
not in reality temporary proceedings resulting from urgent 
necessity to prevent hardships, but are a proceeding used 
to circumvent the real intent of section 406 (b) of the 
Civil Aeronautics Act of 1938 as amended; 

II. Under the facts in this case, petitioner had a 
right of intervention in the temporary proceedings which 
was equal to that granted in the final proceedings; 

III. A certificated carrier should not be permitted to 
use mail pay subsidy to finance below-cost operations to 
meet rates and fares of nonsubsidized operators in a 
special field of air transportation when no actual hearing 
is held to determine the facts, and when the nonsubsidized 
operator who will be adversely affected by the subsidy is 
not allowed to intervene. 

ARGUMENT 

I 

Although the Mail Rate Proceedings in the Northwest 
Mail Rate Case Covering a Period of More Than 
Five Years Have Been Designated as “Temporary” 
by the Civil Aeronautics Board in Successive Years, 
They Are Not in Reality Temporary Proceedings 
Resulting From Urgent Necessity to Prevent Hard¬ 
ships, But Are a Proceeding Used to Circumvent the 
Real Intent of Section 406(b) of the Civil Aeronautics 
Act of 1938 as Amended. 

The Civil Aeronautics Board, acting under its dele¬ 
gated power from Congress by virtue of the Civil Aero¬ 
nautics Act of 1938 as amended, 52 Stat. 977, 49 U.S.C. 
401, has the right and authority to make rules, prescribe 
procedures by which the rules may be effected, and to 
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determine whether the procedures actually followed are j 
in line with the purpose and intent of the Act 

The Board is clothed with authority to promote and 
develop the national transportation system, and in so j 
doing it is bound to take cognizance of all aspects of i 
the complex problems involved. Because of the vastness l 
of the air transportation field, the Board is faced not 
only with the promulgation of rules and regulations but j 
with constant interpretation of these rules and regula¬ 
tions. In the case of National Airlines, Inc., Mail Rates, j 
adopted March 5, 1948 (Docket No. 3037), the Board 
established the requirements it considered necessary in ! 
order to entitle a carrier to a temporary rate. These re¬ 
quirements included two important factors which are ab¬ 
sent in the present proceeding: 

“First, there must be a showing that its immediate I 
financial position is critical. Secondly, it must ap-j 
pear that its existing rate is substantially made- j 
quate.” 

These two important requirements can logically bring 
the individual case within the protecting arm of thej 
“temporary” proceeding, but when both factors are ab¬ 
sent, as here, the “temporary” proceeding should and! 
does lose its vigor. Since the Northwest Temporary Mail 
Rate Case, Docket 2539, now before this court resulted 
from a show cause order in which the Board proposed 
to reduce the existing rate and to require a refund be¬ 
cause the temporary rate was exorbitant, obviously, there 
was no urgent nor critical financial situation facing North-j 
west, and just as obviously the rate then in effect was| 
not inadequate. 

I 

It would appear from the Board’s action in the suc¬ 
cessive “'temporary” proceedings in the Northwest Mail\ 
Rate Case (J. A. 4, 5, 7) that no logical pattern has been 
followed in the determination of the rates, since the 


i 

I 

I 

I 
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temporary rates were largely determined without ade¬ 
quate hearings, and in the last instance, the order for 
the required reduction in rates and the required refund 
was made after a waiver of hearings was stipulated by 
parties to the case. The parties, however, did not in¬ 
clude petitioner herein, since petitioner, although vitally 
interested, was denied leave to intervene. 

If the Board is allowed to set 44 temporary” rates 
which injure a competitor who is denied the right to 
intervene, which rates may be in effect for several years, 
without its having made any effort to comply with the 
basic standards as set forth in the Civil Aeronautics Act, 1 
such concession is tantamount to giving the Board carte 
blanche authority to circumvent the Act, with not even 
the possibility of judicial review to serve as a deterrent 
to its arbitrary decisions. The Board has in effect to¬ 
tally disregarded the basic requirements of the Act when 
it sets “temporary’ 1 rates year after year, when there is 
no urgency to do so, and is in reality making final de¬ 
terminations except for the fact that the carrier may be 
required to rebate part of the money now paid to it. 
The carrier, however, in the meantime, will have had 
the use of large sums of money to develop its competitive 
routes. Clearly, there was no critical financial situation 
facing Northwest when the Board issued its show cause 
order in the instant temporary case and denied Air Trans¬ 
port the right to intervene. 


1 Section 406(b) of the Act, 52 Stat. 998 (1938) as amended, 49 
U.S.C.A. Sec. 486(b), provides that in fixing the mail rate, the Board 
shall take into consideration, among other factors, “the need of each 
such air carrier for compensation for the transportation of mail suf¬ 
ficient to insure the performance of such service, and, together with 
all other revenue of the air carrier, to enable such air carrier under 
honest, economical and efficient management to maintain and con¬ 
tinue the development of air transportation to the extent and of the 
character and quality required for the commmerce of the United 
States, the Postal Service and the national defense.” 


I 


There is no evidence in the record now before the 
court or elsewhere which justifies the long continued 
postponement by the Board of a final mail rate hearing 
in this case. This postponement by the Board of a final 
mail rate hearing, besides irreparably damaging peti¬ 
tioner, may result in the failure of the Government to 
recoup the millions of dollars which have been unlawfully 
paid this air carrier as mail subsidy, which money North¬ 
west has used, is using, and will continue in the future 
to use in its unfair competition with petitioner. The al¬ 
lowance by the Government of this subsidy, so used by 
Northwest, is based upon these so-called “temporary” 
rates. j 

i 

A mail subsidy can only be used where Northwest’s 
“need” for subsidy is to enable it “under honest, eco¬ 
nomical, and efficient management, to maintain and con¬ 
tinue the development of air transportation to the extent 
and of the character and quality required for the com¬ 
merce of the United States, the Postal Service, and the 
national defense” as prescribed by section 406(b) of the 
Act. Such “need” should be established through hearings 
where the facts are presented and not through “stipu¬ 
lated” agreements. Payments which are continued in- j 
definitely under such an arrangement have been, and will 
continue to be, unlawful because the Civil Aeronautics 
Act does not provide for, nor refer to, temporary rates, 
and clearly contemplates only permanent rates. \ 

The policy of the Board in earlier years has been to 
refuse to establish future mail rates on a tentative basis ! 
subject to later readjustments. AU American Mall Rale, \ 

4 C.A.B. 354. The theory upon which the Board predi¬ 
cated its policy was that such a procedure would result j 
in a lack of incentive to maintain costs at a reasonable j 
level and to develop the carriers’ non-mail business. The j 
Board, however, broke away from its former policy in j 
the case of Essair, Inc., Temporary Mall Rate, 6 C.A.B. j 
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687. In that case, which was decided in 1946, the Board 
changed its policy because the circumstances surrounding 
the operations of that particular carrier were such as to 
warrant special consideration. There were only limited 
facts available concerning its future operations, and they 
were such that a temporary rate needed to be established 
first in order to obtain data for determining the final 
rate. From that position, the Board has gradually en¬ 
larged its use of the temporary procedure until today it 
has virtually superseded the permanent determination of 
mail pay as contemplated by the Act. 

The effect of the Board’s present procedure, as shown 
by the record in the instant case, is to give the certifi¬ 
cated carriers a convenient government drawing account. 
The Act makes it incumbent upon the Board to adopt 
“procedures conducive to the proper dispatch of busi¬ 
ness and the ends of justice,” but it should be noted 
that justice is no less important than the proper dispatch 
of business. The Board should not be permitted, as it 
attempts to do here, to widen the already broad latitude 
of cases in which a “temporary” mail pay procedure is 
allowed, by using the procedure in cases where no urgency 
by reason of critical financial need can be shown. 

In the instant case, the “temporary” rates have been 
in effect more than five years. A “temporary” period of 
such length indicates either an atmosphere of perma¬ 
nency, or one of circumvention. In reference to this 
point, this court said in American Broadcasting Company , 
Inc. v. Federal Communications Commission , 191 F. 2d 
492, 500: 

“In Radio Station WOW v. Federal Communica¬ 
tions Commission, 87 U. S. App. D. C. 226, 184 F. 2d 
257, this court permitted one radio station to oppose 
renewal of another station’s license, though it had 
failed to oppose the original grant, where 4 all parties, 
acting in good faith upon a factual matter, were in 



15 


error and . . . the error is asserted to have resulted 
an in unauthorized impingement upon an existing li¬ 
cense/ (184 F. 2d at page 260). Although the error 
there was with regard to the amount of possible in¬ 
terference between the two stations, we think like 
principles control here where the error is as to dura- j 
tion of the interference. 

“Turning to the question whether the proceedings 
before the Commission on the two authorizations now 
here on appeal satisfy the requirements of section | 
312 (b), we must answer that question in the nega- j 
tive. There comes a point when what has been 
designated a ‘temporary measure’ lasts for so long, 
and shows so little sign of being terminated in the j 
foreseeable future, that to continue to categorize it j 
as ‘temporary 5 is to ignore the realities of the situa- j 
tion. . . 

The situation in the instant case is parallel to that in 
the above case. The original temporary mail pay rates 
involved no more than short term authorizations, and I 
negated the idea that they would continue for any sub¬ 
stantial period of time. The point has been reached here, j 
as in the above-cited case, where that which has been 
designated a “temporary measure 55 lasts for so long and 
shows so little sign of being terminated in the foreseeable j 
future that to continue to categorize it as “temporary 55 ! 
is to ignore the reality of the situation. 

i 

No one can foretell how many more years this so-called j 
“temporary 55 rate will continue. Its continuance over j 
this period of time is evidence of permanency, and the j 
courts have recognized their ultimate responsibility on j 
this point as this court did in the American Broadcasting j 
case, supra, when it said, at page 501: 

I 

“. . . on occasion the courts must act to make cer- i 
tain that what can be done is done. Agency inaction j 
can be as harmful as wrong action. The Commission 
carmot, by its delay, substantially nullify rights which j 
the Act confers , though it preserves them in form. 

I 

I 


i 
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Ashbacker Radio Co. v. Federal Comrmmicaiioris 
Commission, 326 U. S. 327, 334, 1945. ‘Proper ad¬ 
ministration of the law by governmental agencies 
such as the Communications Commission requires 
careful observance of the procedures established by 
Congress. For the protection of the people generally, 
to say nothing of the agencies themselves, conveni¬ 
ence of administration cannot be permitted to jus¬ 
tify noncompliance with the law, or the substitution 
of fiat for adjudication.’ Heitmeyer v. Federal Com¬ 
munications Commission, 68 App. D. C. 180, 189, 95 
F. 2d 91, 100.” (Italics supplied) 

The decision of this court in the American Broadcasting 
case, supra, which was decided July 19, 1951, is deemed 
controlling here. In that case the Court further stated at 
page 500 of the opinion: 

“. . . The question with which we are primarily con¬ 
cerned is whether, almost ten years after the first tem¬ 
porary license for a six months ’ period was issued, and 
after s imil ar licenses successively have been issued to 
permit operation over that long span of time, the Com¬ 
mission can still limit hearings on the renewals to the 
summary procedure which it originally followed. . . . 
The original grants involved no more than temporary 
authorizations which expressly, and under the circum¬ 
stances of their issuance, negated the idea that they 
would continue for any substantial period of time, or 
that the American Broadcasting Company would not 
have the right to a hearing at a later date. No one 
contemplated the long delay which has since occurred. 
. . . There would appear to be many possibilities for 
action in this case. ...” 

“. . . we can provide ‘a remedy against inaction’; we 
can direct the Commission to exercise its discretion in 
accordance with law. We have power to reverse, and 
to ‘ remand the case to the Commission to carry out the 
judgment of the court’.” 

Therefore, under this Court’s decision in the American 
Broadcasting case, supra, it would seem that although the 
Board “dubbed” this a “temporary” rate hearing, it was 
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not in actual fact so temporary as to be clothed with sanc¬ 
tity to prevent a review by this court and prohibit it from 
discovering the underlying truth, to-wit, the “permanency” 
of said long-continued “temporary” mail rates. This 
court should now permit petitioner to pierce the artificial 
veil created by the Board’s labeling this proceeding “tem¬ 
porary” and determine the true actual facts as they really 
exist. 


n 

Under the Facts in This Case Petitioner Had a Eight of 
Intervention in the Temporary Proceedings Which 
Was Equal to That Granted in the Final Proceedings. 

The Board granted petitioner leave to intervene in the 
Northwest Mad Rate Case, but the grant was limited to the 
determination of the final mail rates, and only to such is¬ 
sues as related to passenger and property operations be¬ 
tween the State of Washington and the Territory of Alaska. 
In granting such intervention as to petitioner’s area of 
competitive interest, the Board has tacitly admitted the fact 
that petitioner is an interested party and that such right 
derives from its “competitive interest” in certain areas. 
This is the exact position petitioner has taken throughout 
this proceeding. It has a “competitive interest” in pro¬ 
ceedings involving subsidies to carriers with which it will 
compete in certain areas. But its interest is no less im¬ 
portant in the temporary proceedings which resulted in 
a low-cost tourist rate made by its competitor, Northwest 
Airlines, which was enabled by using its government sub¬ 
sidy to operate luxury equipment and attract tourist trade 
from Air Transport 

To say that petitioner’s “rights” or “interests” as a 
party to the proceeding arise only on the final proceedings 
after it has suffered heavy losses as a result of an indefinite 
“temporary” proceeding is erroneous. This particular 



18 


proceeding differs from the usual mail pay proceeding. 
The theory of the government subsidy is to provide, in the 
public interest, transportation for passengers and mail upon 
schedules which do serve that interest. In the usual pro¬ 
ceeding, the petitioners for intervention are carriers who 
themselves have been awarded subsidies or who hope to 
receive such awards along with their certificates of public 
convenience and necessity. They usually are not carriers 
operating successfully without subsidy in territories in 
which they can carry the mail without government funds, 
and still operate at a profit. As a pioneer of the lucrative 
States-Alaska air commercial routes and markets, peti¬ 
tioner, recognizing that the routes and the markets to 
Alaska are unique, concluded that it could continue to fly 
passengers and cargo and could include also the limited 
amount of mail going to and from Alaska. This it has 
offered to do at a cost to the government of only $1.00 
for the first one thousand pounds carried per day. 

Petitioner contends that the position thus taken by it 
sets this mail rate proceeding apart in so far as intervenors 
are concerned. If petitioner has a right to protect a “com¬ 
petitive interest ” in the final proceeding, after disastrous 
competition has resulted from the temporary proceeding, it 
certainly had an equal interest in the temporary proceed¬ 
ing in order that its position and viewpoint might have 
been considered by the Board before the resulting compe¬ 
tition left it at a point where it could not forcefully defend 
its position. 

It is absurd to point out that from a competitive point 
of view petitioner benefitted from the Board’s latest order 
in the temporary proceedings, which order required North¬ 
west to return three million dollars and to accept a “sub¬ 
stantial reduction in the rate for future periods.” Such 
an order shows plainly that the “temporary” proceedings 
had in the past were inadequate as to hearings because 
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otherwise such large adjustments would not be necessary. 
The fact that Northwest was required to return a large 
sum of money did not alter Air Transport’s basic ques¬ 
tion as to whether Northwest should have been allowed, 
in the public interest, millions of dollars of government 
subsidies to operate over routes being adequately served 
by petitioner at a profit, without government mail subsidy. 

The Board’s usual reason for refusing to consider the 
issues of honest, economical and efficient management in a 
temporary rate case—that is—the urgency of determining 
a temporary rate for a carrier whose immediate financial 
position is critical and whose existing rate is substantially 
inadequate, is not based upon substantial evidence and is 
without foundation of fact in the record. Consequently 
the Board’s finding is erroneous and a full hearing 
should be required, which cannot be avoided if petitioner 
is permitted to intervene. 

The need for haste cannot be urged, and since the Board 
in Order Serial No. E-5265 granted petitioner leave to 
intervene in Northwest’s final rate proceedings, thereby 
admitting that petitioner has a substantial interest in the 
Northwest Mail Rate case, there is no apparent reason 
why Air Transport should not have been granted leave 
to intervene in the so-called 1 ‘temporary’’ rate proceeding 
also. 
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in 

A Certificated Carrier Should Not be Permitted to Use 
Mail Pay Subsidy to Finance Below-Cost Operations 
to Meet Bates and Fares of Nonsubsidized Competi¬ 
tions in a Special Field of Air Transportation When 
no Actual Hearing is Held to Determine the Facts, 
and When the Nonsubsidized Competitors Who Will 
Be Adversely Affected by the Subsidy Are Not Al¬ 
lowed to Intervene. 

The Board in its Order Serial No. E-5273 dated April 
11, 1951 (Exhibit B to petition), states: (J. A. 107). 

“No notice of objections or answer to the proposed 
temporary rates having been filed by any party . . 

This erroneous statement is in error because petitioner 
filed objections to the proposed rates in Docket No. 2539, 
et al. Petitioner filed fifteen objections to the rates pro¬ 
posed in the Board’s Order Serial No. E-5244. (J. A. 

73-83) 

It is quite clear that the Board totally ignored all ob¬ 
jections filed by petitioner, and its findings, therefore, are 
not supported by substantial evidence within the meaning 
of Section 1006 (e) of the Civil Aeronautics Act (49 XT. S. C. 
646). In refusing to consider petitioner’s objections to 
proceedings in which it had a vital interest, the Board 
committed prejudicial error as that term is defined by Sec¬ 
tion 10 (e) of the Administrative Procedure Act, 5 U. S. C. 
1009. Section 10 requires this court to take “due account 
... of the rule of prejudicial error.” 

The Board’s Order Serial No. E-5273 is also contrary 
to Section 8 (b) of the Administrative Procedure Act, 5, 
IT. S. C. A. 1007 (b), which provides that all decisions 
shall become a part of the record and include a statement 
of the findings and conclusions, as well as the reasons or 
basis therefor, upon all the material issues of fact, law 
or discretion presented in the record. 
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There was no justification for the Board’s ignoring pe¬ 
titioner’s “Offer of Proof,” filed April 10, 1951, in this 
proceeding, a copy of which “Offer of Proof” consisted 
of 16 paragraphs as set forth as Exhibit “C” to the pe¬ 
tition filed herein (J. A. 27). Had petitioner been per¬ 
mitted to intervene in this proceeding, it would have pro¬ 
duced evidence as set forth in its “Offer of Proof” to 
establish that there w^as no “need” such as that required 
by statute for Northwest to be granted such a large “tem¬ 
porary” subsidy. When this is established, such subsidy 
payments which have been and are now being made will be 
illegal, with the resultant duty on the part of the respon¬ 
sible government officials, to recoup the same. 

Northwest has been meeting nonsubsidized competition 
by below-cost operations reimbursed by mail subsidies. 
Northwest operated for the 12 months ending December 
31, 1950, which is part of the period for which temporary 
rates were set, at a loss of 11.49^ per revenue pound (for 
the Seattle-Anchorage distance of 1,560 miles) before its 
mail pay was added to its revenues. After adding mail 
pay, its revenues exceeded its cost by 14.84^ per revenue 
pound. Air Transport recovered by stabilizing the low¬ 
est price thousands of dollars. 

Although petitioner, through its efficient and economical 
operations, has made reasonable profits it has been pre¬ 
vented from building up its capital sufficiently to purchase 
additional equipment, especially four-engine equipment 
comparable to that used by Northwest Airlines. This vital 
question was not raised at any point in the temporary 
proceedings. 

Petitioner has suffered, and will continue to suffer, par¬ 
ticular, immediate, and irreparable loss by reason of the 
Board’s fixing the latest in its series of temporary mail 
rates for Northwest Airlines without giving petitioner the 
opportunity to intervene in this rate making proceeding. 

Although Air Transport was denied intervention in this 
“temporary” rate proceeding, it is final in so far as its 
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effect upon petitioner is concerned. For five years North¬ 
west’s mail pay subsidy has been determined by the Board 
without any inquiry having been made as to whether it is 
operating under honest, economical and efficient manage¬ 
ment. Air Transport petitioned the Board for leave to 
intervene in order that pertinent, salient facts would be 
brought out at the hearing. By stipulation of counsel for 
Northwest, the Post Office Department, and Public Counsel, 
all technical procedures were omitted, allowing the Board 
to issue its final Order No. 5273 in the “temporary” mail 
rate case of Northwest without having had any formal hear¬ 
ing. Agreement was reached among the parties to the 
so-called proceeding which did not take into consideration 
the viewpoint of the competitor most closely concerned, 
and which competitor was denied intervention to present 
its questions. Such procedure is contrary to the fun¬ 
damental principles of justice and to the American 
way of life. It is only through intervention by this 
court whose responsibility it is to protect the rights 
of those cut off by the arbitrary decisions of agen¬ 
cies operating under delegated authority of the Con¬ 
gress that this condition can be rectified. Although 
the government may later be able to recapture any amounts 
which it finally determines have been improperly paid to 
Northwest during the long period of “temporary” rates, 
the impact of the devastating competitive advantage 
granted to Northwest through the continuation of subsi¬ 
dies without inquiring into the honesty, economy or effici¬ 
ency of its operations has caused and continues to cause 
irreparable damage to petitioner. 

If petitioner had been allowed to intervene, it would 
have raised the question whether mail subsidy should be 
granted to a carrier in order to allow the carrier to com¬ 
pete over the same route with an unsubsidized carrier 
operating at a profit and would have offered proof of the 
facts set forth in the 16 paragraphs of petitioner’s offer 
of proof as set forth in Joint Appendix, page 27. 


a. Only because Northwest w T as transporting a quantity 

of below-cost freight and below-cost tourist passenger traffic 
to compete with nonsubsidized carriers has Northwest re¬ 
quired such a large mail subsidy, which subsidy is very 
much more than is necessary under honest, economical and j 
efficient management to assure the continuance of North¬ 
west Airlines’ service. j 

i 

b. The purchase of Stratocruisers by Northwest was 
uneconomical management because the load factor on its ! 
transpacific route was insufficient to justify using these j 
larger and more modem aircraft The Reconstruction i 
Finance Corporation granted Northwest a $12,000,000 loan | 
for the purchase of these Stratocruisers, such loan being j 
contingent upon approval by the Civil Aeronautics Board. 
Petitioner was operating over the same line at a profit, j 
without mail subsidy and without regard to large loans i 
from the Reconstruction Finance Corporation subject to 
approval by the Board. 

c. Although Northwest operated at a loss (when air 
mail subsidies w T ere not included in its revenues), and 
although it was indebted to the Government in the sum of j 
$12,000,000, representing the loan participation of the Re¬ 
construction Finance Corporation in the transaction for 
the purchase of the Stratocruisers, Northwest nevertheless j 
paid dividends of 4.6 per cent on its 384,846 shares of pre- | 
ferred stock having a par value of $25. These dividends i 
were paid from its mail pay subsidy on the basis of tern- j 
porary mail rates. Said dividends amounted to $0.28% 

a share per quarter from August, 1947 to February 1, j 
1950; although no dividends were paid from February 1, j 
1950 to November 1, 1950, on the latter date $0.86*/> were i 
paid on each share, thus clearing all dividends in arrears, j 
During this period, dividend payments totalled $1,438,- j 
358.19. | 
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Petitioner submits that the money paid by the Govern¬ 
ment as temporary mail pay is in effect merely trust 
funds of the Government, for at a later date the Govern¬ 
ment can, by declaring a retroactive rate decrease, reclaim 
some of these funds. Hence, the declaration of dividends 
from temporary mail subsidies at a time when the com¬ 
pany was operating under a loss and owed $12,000,000 to 
the Government in the form of a loan from the R.F.C. 
was highly improper, and was certainly not an example of 
honest, economical and efficient management. 

Petitioner has a substantial interest in Orders Serial 
No. E-5265 and E-5273 within the meaning of Section 1006 
of the Civil Aeronautics Act and will be adversely affected 
within the meaning of Section 10 of the Administrative 
Procedure Act if the orders are not reversed and set aside. 

Petitioner respectfully requests the review of these or¬ 
ders by this court and that upon such review this court 
set aside these orders in accordance with the provisions of 
the Civil Aeronautics Act and the Administrative Procedure 
Act. These orders should be set aside as contrary to the 
provisions of Section 10(e) of the Administrative Proced¬ 
ure Act for the following reasons: 

a. They deny petitioner the right to be a party to a 
hearing on this important matter in which petitioner has 
a substantial interest, are arbitrary, capricious, constitute 
an abuse of discretion, and are otherwise not in accordance 
with the law; 

b. They are contrary to constitutional right, power, priv¬ 
ilege or immunity; 

c. They are in excess of statutory jurisdiction, author¬ 
ity, or limitations, or short of statutory right; 

d. They fail to observe the procedural requirement of 
law; 
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These orders are contrary to the “Declaration of Pol¬ 
icy” of the Civil Aeronautics Act as prescribed by Sec¬ 
tion 2 of that Act 

The orders complained of do not show on what facts 
the Board’s decision rests; and the Board’s Orders herein 
complained of, to-wit Serial Nos. E-5265 and E-5273, are 
not supported by substantial evidence of record. 

CONCLUSION 

It is respectfully submitted that this court should set 
aside Civil Aeronautics Board Orders Serial Nos. E-5265 
and E-5273, order the Board to permit petitioner to inter¬ 
vene in this proceeding, order further proceedings by the 
Board in the nature of a hearing to determine the need of 
Northwest Airlines, Inc., for compensation in mail subsidy 
from the United States in its Alaskan and transpacific 
operations to enable said carrier, under honest, economical, 
and efficient management to maintain and continue the de¬ 
velopment of air transportation to the extent and of the 
character and quality required for the commerce of the 
United States, the Postal Service, and the national defense. 

Respectfully submitted, 

Warren E. Mitres 
910 17th St., N. W. 
Washington 6, D. C. 
Attorney for Petitioner 
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In The 

UNITED STATES COURT OF APPEALS 
For the District of Columbia Circuit 

APRIL TERM, 1951 


No. 11,051 


AIR TRANSPORT ASSOCIATES, INC., 

Petitioner, 

v. 

CIVIL AERONAUTICS BOARD, 

Respondent. 


PETITION FOR REVIEW OF ORDERS OF THE 
CIVIL AERONAUTICS BOARD 


To the Honorable the Judges of the United States Court 
of Appeals for the District of Columbia Circuit: 

The petitioner, Air Transport Associates, Inc., respect¬ 
fully shows to this Court as follows: 

1. This petition is filed under section 1006 of the Civil 
Aeronautics Act of 1938, as amended (49 U. S. C. sec. 
401 et seq.; 52 Stat. 1233, 1235), and Section 10 of the 
Administrative Procedure Act (5 U. S. C. sec. 1009(a); 
60 Stat. 243), to review orders dated April 9, 1951 and 
April 11, 1951, of the Civil Aeronautics Board (herein¬ 
after referred to as “the Board”). 
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2. The orders to be reviewed are the Board’s Orders 
Serial Nos. E-5265 and E-5273 in Docket No. 2539 et aL, 
which orders are attached hereto marked Exhibits A and 
B, respectively, and by reference made a part hereof. 

3. Air Transport Associates, Inc. (hereinafter called 
“Air Transport”), petitioner herein, a corporation dnlv 
organized and existing nnder the laws of the State of 
Washington, is a large irregular air carrier now and 
since July 1948 engaged in overseas air transportation 
between the State of Washington and the Territory of 
Alaska, having been duly authorized by reason of letter 
of registration issued by the Board to transport pas¬ 
sengers and cargo; but it neither transports mail nor re¬ 
ceives subsidy of any kind from the Federal Government 
for use in its operations. Northwest Airlines, Inc. 
(hereinafter called “Northwest”), is a certificated air 
carrier receiving from the United States Treasury for 
use in its operations mail pay subsidy for transporting 
mail from Seattle, Washington to Anchorage, Alaska, 
which points are served by petitioner. 

4. On May 9, 1949, petitioner applied to the Board 
for a certificate of Public Convenience and Necessity 
under Section 401 of the Civil Aeronautics Act of 1938, 
as amended, Docket No. 3777, which application has not 
as yet been acted upon by the Board, Prior to June 20, 
1949, petitioner made written application for individual 
exemption pursuant to section 416(b) of the Civil Aero¬ 
nautics Act, as amended, said application being filed 
under and given Docket No. 3840 by the Board, which 
application is still pending. On May 28, 1951, petitioner 
moved the Board for immediate consideration of its ap¬ 
plication for a Certificate of Public Convenience and 
Necessity heretofore filed May 9, 1949 or in the alterna¬ 
tive moved the Board for exemption under the pro 
visions of Section 416 (b) of the Civil Aeronautics Act 
of 1938, as amended, from the requirements of Title IV 




of said act and from any rule, regulation, term, condi¬ 
tion, or limitation prescribed thereunder, which would 
otherwise preclude applicant from providing all mail serv¬ 
ice transporting mail north-bound and south-bound be¬ 
tween Seattle, Washington and Anchorage, Alaska, be¬ 
tween Seattle, Washington and Faibanks, Alaska, and 
between Anchorage. Alaska and Fairbanks, Alaska, at the 
rate of One Dollar ($1.00) per year for the first one 
thousand pounds per day in each direction. This offer 
by petitioner to carry mail between said points at the 
rate of $1.00 a year was in effect reiterating a previous 
offer made to the Board on February 15, 1950, and was 
made in entire good faith for the reason that petitioner is 
fit, willing, and able to provide the mail transportation at 
this normal rate and petitioner feels that the mail pay 
subsidy program as presently administered is a great 
deterrent to the development of civil aeronautics. The 
Board has not yet acted on this motion, filed in Docket 
No. 3777. 

5. The nature of the proceedings before the Board 
which resulted in the orders to be reviewed was as fol¬ 
lows: 

a. On September 26, 1946, Northwest petitioned the 
Board for temporary mail rate in its trans-Pacific oper¬ 
ations, and on January 23, 1947, the Board issued order 
No. E-248, fixing and determining eighty five cents (.85) 
per United States mail ton mile as the fair and reason¬ 
able rate of transportation of mail by aircraft by North¬ 
west. The order was retroactive to September 1, 1946. 

b. Thereafter, on July 29, 1947 the Board issued 
Order No. E-721 in which it determined mail rate as 
follows: 

(1) For each month during which the average daily 
scheduled mileage is not greater than the average dailv 
designated mileage and does not exceed 5100 miles, a 
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I 

i 


base rate of $0.59 per airplane mile to be paid without | 
reference to base poundage. 

I 

(2) For each month during which the average daily j 
scheduled mileage exceeds the average daily designated 
mileage but does not exceed 5,100 miles, an effective rate 
per airplane mile (computed to the nearest hundredth of | 
a cent) which bears the same relation to $0.59 per air¬ 
plane mile as the average daily scheduled mileage bears j 
to the average daily designated mileage, said rate to be j 
paid without reference to base poundage. 

J 

(3) For each month during which the average daily j 
scheduled mileage exceeds 5100, an effective rate per air¬ 
plane mile (computed to the nearest hundredth of a cent) | 
which bears the same relation to $0.59 per airplane mile 
as 5100 bears to the average daily designated mileage, ! 
said rate to be paid without reference to base poundage 

c. On March 28, 1951, the Board adopted Order No. j 
E-5244, by which it directed Northwest, in view of the 
fact that on the basis of data submitted and analyses 
made in the course of an informal rate conference it was j 
apparent that Northwest had received mail compensation 
under temporary orders in excess of the amount to be 
prescribed as a final rate, to show cause why the 
Board should not fix the sum of Fourteen Million Eight 
Hundred Sixty Nine Thousand Dollars ($14,869,000) asj 
the fair and reasonable temporary rate of compensation! 
for the period September 26, 1946, to December 31, 1950, 
and for the period on and after January 1, 1951, for! 
each calendar month an effective rate per designated! 
mile flown obtained by dividing bv the designated mile 5 :! 
flown during the month the product of 1.874 cents times! 
the lower of 16,900,000 or the standard available seat 
miles flown in scheduled passenger service during the| 
month. 
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& On April 4, 1951, Air Transport, petitioner herein, 
petitioned the Board for leave to intervene in the North¬ 
west mail rate proceedings, basing its petition for inter¬ 
vention on the fact that it had a substantial interest 
therein within the meaning of Section 1006 (a) of the 
Civil Aeronautics Act, as amended, and within the pur¬ 
view of the Board’s Economic Regulations by reason of 
the fact that the effect of the proposed grant of Four¬ 
teen Million Eight Hundred Sixty-Nine Thousand Dol¬ 
lars ($14,869,000) to Northwest would be most destructive 
to the financial interests of petitioner. At the same 
time, petitioner filed its objections to the rates proposed 
in the Board’s order Serial No. E-5244 in Docket No 
2539, et al. 

e. The Board, in its order E-5265, dated April 9, 1951 
(attached as Exhibit A) denied petitioner the right to in¬ 
tervene in the temporary mail pay proceedings and dis¬ 
missed its objections. In view of this denial, petitioner 
appeared by counsel at pro forma hearing held on April 
10, 1951 stating that if permitted to participate in this 
hearing, evidence would be offered as set forth in the 
formal offer of proof which is attached hereto as Exhibit 
C, and made a part hereof by reference. In this per¬ 
functory, pro forma hearing, a waiver and stipulation was 
filed by which Northwest, the Postmaster General, and Pub¬ 
lic Counsel waived the prehearing conference, all further 
procedural steps subsequent to public hearing, and con¬ 
sented to immediate entry of a final order fixing rates 
as proposed in the order to show cause, and further 
stipulating that the proceeding remain open pending 
entry of an order fixing final rate or rates retroactive 
to such date as the Board might determine, which said 
final order might be higher or lower than the temporary 
rates fixed in this proceeding. 
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f. The next day, April 11, 1951, the Board issued 
Order No. E-5273, fixing the temporary rate as set forth ! 
in its Order to Show Cause No. E-5244. 

6. Petitioner respectfully calls the attention of the 
Court to the fact that in the temporary rate proceeding j 
herein, in which it was denied intervention by the Civil 
Aeronautics Board, the Board proposed to decrease 
Northwest’s previously existing temporary mail rate, 
rather than to increase same. Therefore, the Board’s 
customary reason for refusing to consider the issues of I 
honest, economical and efficient management in a tempo- j 
rary rate case, L e., the urgency of determining a tem- j 
porary rate for a carrier whose immediate financial posi- j 
tion is critical and whose existing rate is substantially j 
inadequate, is without foundation of fact in the record 
and this finding is erroneous and cannot be properly re- j 
lied upon in the instant case. This reason assigned by | 
the Board as its basis for denying petitioner the right j 
to intervene here was wholly unsupported by the evi- j 
dence. Since the need for haste cannot be urged, and j 
since the Board has, in Order E-5265, granted petitioner j 
leave to intervene in Northwest’s final rate proceeding, j 
thus in effect admitting that petitioner has a substantial j 
interest in the issues involved in determination of mail ! 
pay granted to Northwest, there would appear to be no j 
reason why leave to intervene should not have been j 
granted in the temporary rate proceeding as well. 

i 

7. Petitioner can show clearly that particular, immedi- j 
ate, and irreparable loss flows from the Board’s action 
in denying it the right to intervene in the proceedings to ! 
fix temporary mail rates for Northwest’s Alaska and j 
trans-Pacific operations and in setting the temporary mail j 
pay at $14,869,000 in its Order Serial No. E-5244. 

a. By consulting the “Comparative Efficiency” chart i 
attached hereto as page 7 of Exhibit C and made a pa.rt ! 
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hereof by reference, it will be noted that Northwest has 
been meeting non-snbsidized competition by below-cost 
operations reimbursed by mail subsidies. One glance ai 
the chart will show that Northwest operated during the 
period covered by said chart (which is a part of the 
period for which temporary rates have been set in Order 
E-5244) at a loss of 11.49^ per revenue pound (for the 
Seattle-Anchorage distance of 1560 miles) before its mail 
pay was added to its revenues. After adding mail pay. 
its revenues exceeded its costs by 14.84^ per revenue 
pound. 

With this false “margin of profit” at its disposal. 
Northwest quoted a tourist fare of $70 both north- and 
south-bound between Seattle and Anchorage, in Feb¬ 
ruary, 1949. This was the rate then being quoted by 
petitioner and other non-scheduled lines. However, the 
four-engine non-stop service offered by Northwest at¬ 
tracted so much of Air Transport’s traffic that each of 
petitioner’s south-bound passenger loads was reduced to 
from three to nine passengers, thus forcing petitioner to 
introduce a $50 south-bound service, which immediately 
recovered its traffic in substantial loads of 20 to 30 pas 
sengers. Later, petitioner stabilized the lowest price dif¬ 
ferential that could hold some of the traffic being diverted 
to the four-engine Skymaster service of Northwest at $10 
Air Transport quoted $60 to compete with Northwest’s 
$70 rate. 

From February, 1949 through February, 1951, peti¬ 
tioner has suffered damages, according to its calculation, 
by reason of the differential between the rates used by 
Northwest and petitioner’s rates, of over $100,000. 

Relaxation of Northwest’s competitive pressure by its 
increase of rates to $75 was followed in 1951 by a $66 
rate north-bound by Air Transport, petitioner’s south¬ 
bound rate remaining at $60, since attraction of south- 
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bound traffic required a larger differential. (Tbe reason 
for this is that Northwest’s north-bound flights could 
accommodate only twelve passengers, the rest of the 
space being reserved for freight; hence petitioner could 
secure north-bound passengers with less difficulty.) Peti¬ 
tioner has since cautiously decreased the price differential 
somewhat, increasing its north-bound rate to $69 and its 
south-bound rate to $66. This rate filed on 30 days’ 
notice is not yet effective and its ability to attract traffic 
is not known. 

Reference to the “Comparative Efficiency” chart, at¬ 
tached hereto as page 7 of Exhibit C, will show that 
Northwest’s cost per revenue pound (for pounds of pas¬ 
sengers, cargo, and mail) for a distance of 1560 miles 
(Seattle to Anchorage) was 47.56 cents, while its revenue 
received from passengers and freight alone was only 
36.07 cents per revenue pound for the same distance. By 
previous grants of “temporary” mail rates to Northwest 
averaging 26.33 cents per revenue pound (for all pounds 
of passengers, cargo, and mail transported) for said dis¬ 
tance, the Civil Aeronautics Board has subjected peti¬ 
tioner to a precariously small margin of profit—1.18 cents 
per revenue pound for a distance of 1560 miles. 

b. Further specific loss was occasioned to petitioner 
through the so-called “temporary” mail rates granted 
Northwest, which entabled Northwest to quote “below- 
cost” passenger rates, by reason of the fact that ticket 
agencies required petitioner to pay a 20% commission 
to them instead of the 10% which was paid by petitioner 
prior to the time Northwest adopted its $70 tourist rate. 
This requirement was made by the ticket agencies be¬ 
cause of the additional advertising, additional promo¬ 
tional personnel required and added difficulties they ex¬ 
perienced in obtaining passenger traffic for petitioner as 
the public became aware of the small price differential 


I 
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between petitioner’s twin-engine service and Northwest’s 
fonr-engine service. 

Petitioner’s increased expense at Seattle, Washington, 
because of this increase in commission from 10% to 20% 
from July, 1950 to date has been approximately $24,500. 

c. In addition, petitioner has been forced to maintain 
its cargo rates the same as Northwest to preserve its 
traffic. Because there is a greater demand for cargo 
service at 15^ a pound than for passenger service at 
30^ (ATA) to 35<* (NWA) per pound between Seattle 
and Anchorage, and because Air Transport’s cargo serv 
ice compares favorably with Northwest’s service, it has 
not been necessary to maintain a differential with re¬ 
spect thereto. Nevertheless, the rate charged by North¬ 
west is the highest limit that Air Transport can charge 
and still maintain its traffic. The “Comparative Effi¬ 
ciency” chart, page 7 of Exhibit C, shows that North¬ 
west charged 15^ a pound in 1950 for cargo service, the 
same as Air Transport. The average total operational 
costs of Northwest are 47.56^ per pound (for all revenue 
pounds transported a distance of 1560 miles on its Alaska 
and North Pacific route) and although this cannot be 
urged as the cost of cargo alone on the Alaska route 
alone, nevertheless, as Northwest is hauling cargo at 
less than one-third of the actual cost of its combined 
operations of cargo, passengers and mail, it is averred 
upon expert information and belief that Northwest’s 
costs on cargo clearly greatly exceed its charges for 
transporting cargo. Petitioner is limited to cost data 
available to the public in the files of the CAB and no 
cost data on cargo alone is available to the public since 
the CAB has never required such data to be made avail 
able. Petitioner’s expert information and belief is 
based upon knowledge of the purely passenger items of 
expense of Northwest available to petitioner in CAB files, 
and knowledge of its own costs of transporting cargo 
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between the same points as compared to its own costs 
of transporting both passengers and cargo. 

d. An undetermined quantity of business has been lost 
by petitioner which would have been attracted to it by its 
lower rates, had not Northwest Airlines been enabled 
through its mail pay subsidy to quote its $70 below cost 
“tourist” fare between Seattle and Anchorage. At least 
half of the Northwest “tourist” fare passenger business 
could have been available to Air Transport since two- 
thirds to three-fourths of all passengers at fares of 
$70 or less that Northwest does not transport between 
Seattle and Anchorage are transported by Air Transport. 

e. Although petitioner has, through its efficient and 
economical operation, made reasonable profits on its low 
tariffs, it has been prevented, through the exigencies of 
having to reduce its rates after its rates were duplicated 
by a heavily subsidized airline, from building up its 
capital sufficiently to purchase or operate additional 
equipment, especially four-engine equipment comparable 
to that used by Northwest Airlines. 

f. If petitioner had been permitted to intervene in 
this case, there would have been raised and passed upon 
by the Board the principle of whether a certificated car¬ 
rier should be permitted to use mail pay subsidy to 
finance below-cost operations, to meet rates and fares of 
non-subsidized operators in a special field of air trans¬ 
portation, and the propriety, therefore, of granting cer¬ 
tificates to carriers that were unable profitably to en¬ 
gage in such special low rate cargo and low fare pas¬ 
senger transportation without mail subsidy. Since the 
Board denied petitioner’s application to intervene in this 
proceeding, certificates of convenience and necessity in 
Docket 3286 were granted on May 24, 1951 to other car¬ 
riers to serve the same points which petitioner serves, 
which carriers could not carry on such operation without 
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mail subsidy to support them financially. Although peti¬ 
tioner has demonstrated that it can operate between these 
points without the assistance of public funds in the form 
of mail subsidy, its application for a certificate filed 
May 9, 1949 in Docket No. 3777 has never been consid¬ 
ered by the Board. 

By reason of Northwest’s being permitted the use of 
mail subsidy so it could quote “below-cost” rates with 
impunity, regardless of its uneconomical and inefficient 
operation, petitioner did not have the profits it would 
otherwise have made with which it could have built up 
its financial situation to such an extent that it would have 
been in a position to receive favorable action by the 
Board upon its application for a certificate. The Board, 
in ignoring the impropriety of granting certificates to 
carriers who were unable to act without the use of mail 
subsidy because of their uneconomical operation, pro¬ 
ceeded in the U. S.-Alaska Service Case, Docket No. 3286, 
on May 24, 1951, to grant certificates to two additional 
carriers between Seattle and the points in Alaska served 
by petitioner. It is believed that if the Board had per¬ 
mitted petitioner to intervene in this case, sufficient facts 
challenging the legality and propriety of permitting this 
use of mail funds would have been presented to the 
Board to show the fallacy of granting a certificate of 
public convenience and necessity to these two carriers. 
The granting of these two certificates has subjected peti¬ 
tioner to immediate and substantial irreparable damage 
because such carriers will take over the traffic pioneered 
and developed by, and now being transported by, non- 
scheduled airlines, the overwhelming majority of which 
transportation is now being carried by petitioner. 

It is apparent, therefore, that petitioner’s losses are 
not limited to the damages it suffered in the difference 
in tariff rates forced upon it by Northwest, made pos¬ 
sible only with Northwest’s assistance from mail subsidy, 
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and its losses from having to pay a higher commission 
to ticket agencies, but it is faced with the ultimate dam¬ 
age of being eliminated as an operating company in the 
Alaskan field because two other carriers, and not peti¬ 
tioner, were granted certificates of convenience and neces¬ 
sity by the Board. With four highly subsidized competi¬ 
tors certificated for the low rate and low fare traffic that 
petitioner is now serving, only a determination that 
Northwest has not offered honest, economical and efficient 
management in taking over this type of traffic can peti¬ 
tioner secure relief. The Board’s denial of petitioner’s 
right to intervene in this case made it impossible for peti¬ 
tioner to demonstrate this to the Board, which has re¬ 
sulted in irreparable damage in a tremendous amount 
to petitioner. 

From the above-stated facts, it is obvious that peti¬ 
tioner has suffered, and will continue to suffer, particu¬ 
lar, immediate, and irreparable loss by reason of the I 
Civil Aeronautics Board’s fixing the latest in its series 
of temporary mail rates for Northwest Airlines without | 
giving petitioner the opportunity to intervene in this | 
rate-making proceeding. 

8. Although the proceeding in which petitioner was de¬ 
nied intervention by the Board in Order No. E-5265 is 
termed a “temporary” rate proceeding, said order deny- \ 
ing intervention is a final adjudication of the rights of 
petitioner, and hence is reviewable by this Court. Order 
No. E-5273, setting up the latest in a series of “tern- j 
porary” mail rates for Northwest, is certainly also a j 
final order in the sense of its effect upon petitioner. For ! 
four and one-half years Northwest’s mail pay subsidy j 
has been determined by the Board without any inquiry 
having been made as to whether it is operating under 
honest, economical and efficient management. Although 
the Government may later be able to recapture any 

! 

i 

i 

i 

i 

j 
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amounts which it finally decides have been improperly 
paid to Northwest over all these years, the impact of 
the devastating competitive advantage granted to North¬ 
west through the continuation of subsidies without inquir¬ 
ing into the honesty, economy or efficiency of its oper 
ations is causing irreparable damage to petitioner each 
and every day that the situation exists. 

9. If allowed to intervene, petitioner would have of¬ 
fered proof of the following facts: 

a. If Northwest had continued to offer only the first- 
class passenger service for which its operation was de¬ 
signed, it would not have incurred the losses referred 
to above. Only because it insists upon transporting a 
quantity of below-cost freight and below-cost tourist pas¬ 
senger traffic to compete with non-subsidized carriers, has 
Northwest incurred these losses. The mail pay awarded 
Northwest is very much more than is necessary under 
honest, economical and efficient management to assure 
the continuance of Northwest Airlines’ service. 

b. The purchase of Stratocruisers by Northwest con¬ 
stituted unwise, uneconomical and inefficient management, 
because the load factor on its trans-Pacific route was in¬ 
sufficient to justify using these larger and more modern 
aircraft. The Reconstruction Finance Corporation 
granted Northwest a $12,000,000 loan for purchase of 
these Stratocruisers. Undoubtedly this loan was con¬ 
tingent upon its approval by the Civil Aeronautics Board. 
Irrespective of any guarantee that may have been made 
by the Board to the R. F. C. as to repayment of the 
loan, petitioner submits that mail pay subsidy should 
not be based either in whole or in part upon the fact of 
this R. F. C. loan. Petitioner takes the position that the 
amount of mail pay awarded should be determined strictly 
upon the “need” under honest, economical, and efficient 
management as prescribed by law and not for the purpose 
of paying off the R. F. C. loan. 
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c. Although Northwest operated at a loss (when air 
mail subsidies were not included in its revenues), and 
although it was indebted to the Government in the sum j 
of $12,000,000, representing the loan participation of the 
Reconstruction Finance Corporation in the transaction 
for the purchase of the Stratocruisers, Northwest never¬ 
theless paid dividends of 4.6 per cent on its 384,846 
shares of preferred stock having a par value of $25. j 
These dividends were paid from its mail pay subsidy on 
the basis of temporary mail rates. Said dividends 
amounted to $0.28% a share per quarter from August, 
1947 to February 1, 1950; although no dividends were 
paid from February 1, 1950 to November 1, 1950, on 
the latter date $0.86% were paid on each share, thus j 
clearing all dividends in arrears. During this period, 
dividend payments totalled $1,438,358.19. 

I 

Petitioner submits that the money paid by the Govern- I 
ment as temporary mail pay is in effect merely trust 
funds of the Government, for at a later date the Govern 
ment can, by declaring a retroactive rate decrease, re- j 
claim some of these funds. Hence, the declaration of 
dividends from temporary mail subsidies at a time when 
the company was operating under a loss and owed $12,- ! 
000,000 to the Government in the form of a loan from 
the R. F. C. was highly improper and was certainly not I 
an example of honest, economical and efficient manage- j 
ment. 

10. Petitioner has a substantial interest in Orders j 
Serial No. E-5265 and E-5273 within the meaning of sec¬ 
tion 1006 of the Civil Aeronautics Act and will be ad- ! 
versely affected within the meaning of Section 10 of the j 
Administrative Procedure Act if the orders are not re¬ 
versed and set aside, because the orders will, by their j 
terms, result in financial loss of the investment which I 
petitioner has in its business. j 
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11. Petitioner respectfully requests the review of these 
orders by this Court and that upon such review this 
Court set aside these orders in accordance with the pro¬ 
visions of the Civil Aeronautics Act and the Administra¬ 
tive Procedure Act. For such relief petitioner relies, in 
addition to the reasons heretofore set forth, upon the 
following points: 

a. These orders should be set aside in accordance with 
the provisions of Section 10 (e) of the Administrative 
Procedure Act because they are arbitrary, capricious and 
an abuse of discretion and otherwise not in accordance 
with the law; 

b. These orders should be set aside, in accordance 
with the provisions of Section 10 (e) of the Administra¬ 
tive Procedure Act, because they are contrary to con¬ 
stitutional right, power, privilege, or immunity; 

c. These orders should be set aside, in accordance 
with Section 10 (e) of the Administrative Procedure Act 
and the Civil Aeronautics Act, because they are in excess 
of statutory jurisdiction, authority, or limitations, or 
short of statutory right; 

d. These orders should be set aside, in accordance 
with the provisions of Section 10 (e) of the Administra¬ 
tive Procedure Act and section 1006 of the Civil Aero¬ 
nautics Act because they fail to observe the procedural 
requirement of law; 

e. These orders are contrary to the “Declaration of 
Policy” of the Civil Aeronautics Act as prescribed by 
Section 2 of that Act; and 

f. The orders complained of do not show on what 
facts the Board’s decision rests; and the Board’s Orders 
herein complained of, to-wit Serial Nos. E-5265 and 
E-5273, are not supported by substantial evidence of 
record. 
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12. Error is assigned to the action of the Board in 
adopting the orders complained of on the grounds that 
the course followed by the Board in denying petitioner 
the right to intervene in the temporary mail pay pro¬ 
ceedings of Northwest Airlines, Inc. was arbitrary, ca¬ 
pricious, contrary to law, and deprived petitioner of its 
right to be a party to a hearing on this substantially 
important matter in which petitioner has a substantial 
interest, in violation of the Civil Aeronautics Act, the 
Administrative Procedure Act, and the Due Process Clause 
of the Fifth Amendment to the Constitution of the United 
States. 

13. No previous application for relief sought herein 
has been made to this Court or to any other Court or 
judge. 

WHEREFORE, petitioner prays that this Court set 
aside the orders complained of, to-wit Serial Nos. E-5265 
and E-5273, and order further proceedings by the Board 
in the nature of a hearing to determine the need of 
Northwest Airlines, Inc. for compensation in mail sub¬ 
sidy from the United States in its Alaskan and trans¬ 
pacific operations to enable said carrier, under honest, 
economical, and efficient management, to maintain and 
continue the development of air transportation to the 
extent and of the character and quality required for the 
commerce of the United States, the Postal Service, and 
the national defense, as required in Title 49, U. S. C. 486 
(b); and grant to petitioner such other, further and dif¬ 
ferent relief as to this Honorable Court may seem just 
and proper. 

AIR TRANSPORT ASSOCIATES, INC. 

By: /s/ Amos E. Heacock, 

President. 

• • • • 
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Exhibit A 

Orders 

Serial Number E-5265 

UNITED STATES OF AMERICA 
CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 

Served: 

Adopted by the Civil Aeronautics Board 
at its office in Washington, D. C. 
on the 9th day of April, 1951. 

In the matter of the compensation for the transportation 
of mail by aircraft, the facilities used and useful 
therefor, and the services connected therewith, of 

NORTHWEST AIRLINES, INC. 

over its routes within the continental United States 
insofar as authorized under certificates for interstate 
air transportation and over its routes between the 
United States and terminal points in Canada. 

DOCKET NO. 3211 

In the matter of the compensation for the transportation 
of mail by aircraft, the facilities used and useful 
therefor, and the services connected therewith, of 

NORTHWEST AIRLINES, INC. 
in its trans-Pacific operations. 

DOCKET NO. 2539 et al. 

Opinion and Order on Petitions for Intervention 

On April 4, 1951, Air Transport Associates, Inc. (here¬ 
inafter called “Air Transport”), a registered large ir¬ 
regular air carrier under the provisions of Part 291 of 
the Economic Regulations, filed a petition to intervene 
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in each of the above-captioned proceedings which involve 
the fixing of both temporary and final mail rates for the 
interstate, overseas and foreign operations of Northwest 
Airlines, Inc. (hereinafter called “Northwest”). The im¬ 
mediate occasion that gave rise to the filing of the peti¬ 
tions to intervene was the issuance by the Board, on 
March 28, 1951, of orders to show cause why the tern 
porary rates proposed therein should not be established, 
pending the determination of final rates, 1 such temporary 
rates being expressly subject to retroactive adjustment 
upward or downward at the time the final rates are 
fixed. The petitions for intervention were accompanied 
by Objections to the proposed temporary rates which 
were made a part thereof. 

The allegations and contentions in the petitions to in¬ 
tervene and the Objections in the two proceedings are 
the same, except for the statement of the different 
amounts proposed as temporary compensation in each 
proceeding, and essentially are as follows: 

1. That Air Transport is engaged in transporting 
passengers and property between the State of Washing¬ 
ton and the Territory of Alaska, carries no mail, and 
receives no subsidy to assist it in its operations; 

2. That Northwest is certificated to carry passengers, 
property and mail over interstate, overseas and foreign 
routes and is entitled to receive mail pay under Section 
406 of the Civil Aeronautics Act sufficient to meet its 
total need under honest, efficient and economical manage¬ 
ment; 

3. That Air Transport and Northwest are in competi¬ 
tion in their passenger and property operations from the 
State of Washington to the Territory of Alaska, and that 
aided by mail pay which it receives on this segment. 


1 Orders Serial Nos. E-524S and E-5244. 
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Northwest has charged and is continuing to charge be¬ 
low-cost and uneconomic rates for transporting pas¬ 
sengers and property to the prejudice of Air Transport; 

* 

4. That Northwests management has been wasteful 
and extravagant in its total operations and that therefore 
the proposed temporary compensation for its entire sys¬ 
tem is not only excessive under the law, but will ad 
versely and seriously affect the interest of Air Transport 
if it is granted in that it will financially strengthen 
Northwest as a whole and will enable it to engage in 
ruinous competition on any particular segment of its 
system; 

5. That upon all the allegations above, Air Transport 
has a “substantial interest’’ entitling it to intervene 
in the determination of both temporary and final mail 
rates for Northwest insofar as such mail rates support 
passenger and property operations of Northwest over 
its entire system, and not only that part of the system 
on which it is in competition with Air Transport. 

We have consistently refused to permit intervention 
in temporary rate proceedings. 2 As in the present case, 
it is the financial hardship of the carrier and the need 
for immediate relief that has brought the temporary rate 
device into use, not only in air transportation but in other 
public utility fields. Time is of the very essence in such 
proceedings, and if substantial delving into the issues 
raised in this case were permitted at the hearing, the 
temporary rate device would lose its purpose. Our tem¬ 
porary rates, including those proposed here, are expressly 
made subject to later retroactive downward or upward 
adjustment, and the fixing of temporary rates in nowise 
precludes hearing in the final mail rate proceeding of any 


4 Orders Serial Nos. E-2717, adopted April 14, 1949; E-2730, 
adopted April 19,1949; E-2733, adopted April 19, 1949, and E-4275, 
adopted June 2, 1950. 
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issue going to the determination of the lawful mail rates. 
Nowhere in the pleadings of Air Transport is there any¬ 
thing like a clear showing that it would suffer particular, 
immediate and irreparable loss as a result of the Board’s 
contemplated action. It is worthy of note that the tem¬ 
porary rate proposed for Northwest’s trans-Padfic oper¬ 
ations, which include its operations between Seattle and j 
Alaska, the only segment where Air Transport alleges j 
it conducts competitive operations, constitutes a reduction 
of over $3,000,000 from the compensation previously re- j 
ceived by Northwest under its temporary rate for such 
operations, and also a substantial reduction in the rate ! 
for such operations for a future period. Air Transport [ 
made no attempt to intervene when that higher tempo¬ 
rary rate was established. We conclude that it would j 
not be in the interest of the sound administration of the ! 
Civil Aeronautics Act to permit intervention by Air j 
Transport in the determination of temporary rates in ! 
either of the two mail rate proceedings. 

I 

A different question is involved with respect to the 
requests to intervene in the determination of final mail 
rates. We have previously permitted cargo operators to j 
intervene in the final mail rate proceedings of certificated 
carriers to the extent of their competitive interest. 3 We j 
were of the opinion there that such intervention would j 
substantially aid the Board in its determination as to I 
what extent, if any, the cargo operations of a carrier j 
certificated to transport mail should be underwritten with j 
mail pay, and thus lead to greater protection of the in¬ 
terests of the non-snbsidized intervener in the competi- ! 
tive area and foster the sound development of air trans- ! 
portation. The interests of such interveners rest solely i 
on the fact that they are legally authorized competitors j 
and on no other basis, and intervention may properly be 


3 Order Serial No. E-2717, adopted April 14, 1949. 


I 
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Limited to the operations where competition with the sub¬ 
sidized carriers exists. 4 

Extending these principles to Air Transport, it ap¬ 
pears that there is a restricted area in which Air 
Transport can lawfully compete with Northwest, namely, 
to the extent to which Air Transport engages in the 
irregular carriage of passengers and property between 
Seattle and Alaska as permitted by its Letter of Regis¬ 
tration. On the basis of Air Transport’s allegations, we 
find that the services with respect to which there is such 
competition with Northwest are passengers and property, 
the area of such competition is between the State of 
Washington and Alaska, the time is from the beginning 
of operations by Air Transport, and that the interven¬ 
tion in the determination of Northwest’s final mail rates 
should be limited accordingly. However valuable the con¬ 
tribution by an intervener to the facts in a final mail 
rate proceeding outside of its competitive area might be 
on occasion, we must also consider the interests of the 
carrier whose rates are being fixed and the public to have 
the proceeding concluded within a reasonable time. Rate 
proceedings are time consuming and cumbersome under 
the best circumstances. 

Accordingly, IT IS ORDERED, That: 

1. The petition for intervention of Air Transport 
Associates, Inc., in Docket No. 2539, et al., be and it 
hereby is granted, such intervention, however, to be lim¬ 
ited to the determination of the final mail rates, and 
then only to such issues as relate to passenger and prop¬ 
erty operations from the State of Washington to the 
Territory of Alaska and the extent, if any, to which such 
passenger and cargo operations should be underwritten 
with ‘ ‘need” mail pay from the date of the beginning 


4 Seaboard and Western Airlines, Inc. v. Civil Aeronautics Board, 
181 F. 2d, 515, 518-519 (1949), cert. den. 70 S. Ct. 997. 
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of operations of Air Transport Associates, Inc.; to the I 
same extent, the Objections are received for filing; ! 

2. The petition for intervention of Air Transport 
Associates, Inc., in Docket No. 3211 be, and it hereby is, ! 
denied in its entirety, and its Objections dismissed; 

3. To the extent that the petitions for intervention in I 
Dockets Nos. 2539 et al., and 3211 are not herein granted, 
they are hereby denied. 

Rentzel, Chairman, Ryan, Lee, Adams, and Gurney, 
Members of the Board, concurred in the above opinion 
and order. 

/s/ M. C. Mulligan 
M. C. Mulligan 
Secretary 

(SEAL) ! 

Exhibit B 

i 

Orders 

Serial Number E-5273 

UNITED STATES OF AMEKICA I 

CIVIL AERONAUTICS BOARD 

WASHINGTON, D. C. ! 

Adopted by the Civil Aeronautics Board 
at its office in Washington, D. C. 
on the 11th day of April, 1951. j 

In the matter of the compensation for the transportation 

of mail by aircraft, the facilities used and useful 
therefor, and the services connected therewith, of I 

NORTHWEST AIRLINES, INC. | 

in its trans-Pacific operations. 

Docket No. 2539 et al. 

Order Fixing Fair and Reasonable Temporary Rates 
for the Transportation of Mail by Aircraft 

The Board having on March 28, 1951, by Order Serial 
No. E-5244, directed Northwest Airlines, Inc., hereinafter 

i 

i 

i 

i 
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referred to as Northwest, to show cause why the tempo¬ 
rary rates specified in said order should not be estab¬ 
lished pending the determination of final rates; 

No notice of objections or answer to the proposed tem¬ 
porary rates having been filed by any party; 

Public hearing in the above-entitled proceeding having 
been held on April 10, 1951, and an appearance having 
been entered on behalf of Air Transport Associates > 
Inc., pursuant to section 302.6(a) of the Procedural Regu 
iations; 

The Board, upon consideration of the record, hereby 
reaffirming all the findings set forth in the aforemen¬ 
tioned order to show cause; 

IT IS ORDERED, That the fair and reasonable tem¬ 
porary rates to be paid Northwest for the transporta 
tion of mail by aircraft, the facilities used and useful 
therefor and the services connected therewith in North¬ 
west’s overseas and foreign operations between the points 
between which Northwest by its certificates of public con¬ 
venience and necessity is presently, or hereafter may be, 
authorized to transport mail are as follows: 

A. For the period September 26, 1946 to December 
31,1950, inclusive, the sum of $14,869,000. 1 


1 For administrative purposes, the breakdown of mail compensa¬ 
tion by periods is as follows: 


Sept. 26, 1946 - December 31, 1946 
January 1, 1947 - June 30, 1947 
July 1, 1947 - December 31, 1947 
January 1, 1948-June 30, 1948 
July 1, 1948 - December 31, 1948 
January 1, 1949 - June 30, 1949 
July 1, 1949 - December 31, 1949 
January 1, 1950 - June 30, 1950 
July 1, 1950 - December 31, 1950 


$ 51,000 

1,442,077 
1,465,923 
1,605,284 
1,622,716 
2,090,714 
2,125,286 
2,214,689 
2,251,311 


Total 


$14,869,000 


B. For the period on and after January 1, 1951: 

For each calendar month an effective rate per desig 
nated mile flown obtained by dividing by the designated 
miles flown during the month the product of 1.874 cents 
times the lower of 16,900,000 or the standard available 
seat miles flown in scheduled passenger service during 
the month. 

The available seat miles flown in scheduled passenger 
service during the month shall be computed by multiply¬ 
ing the scheduled mileage flown in passenger service 
during the month with each aircraft type by the standard 
available seats for that type as specified below: 


Aircraft Type 

Seats 

Douglass DC-3 

21 

Martin 202 

40 

Convair 240 

40 

Douglas DC-4 

40 

Lockheed Constellation 

43 

Douglas DC-6 

43 

Boeing Stratocruiser 

61 


The aforesaid rates per airplane mile shall be applied 
to, and the designated mileage flown shall be computed on, 
the direct airport-to-airport mileage between points 
served for the carriage of mail on each trip flown on a 

According to the carrier, under the previous temporary rate orders 
it has received for such operations, including operations during the 
period September 1, 1946 - September 25, 1946, temporary mail pay 
in the total amount of $17,999,344. Since the carrier’s mail rate 
petition was not filed until September 26, 1946, the revocation of so 
much of the prior orders as applicable to the first 25 days of Sep¬ 
tember 1946 and the finalization of the instant order will result in 
there being due from the carrier to the Government the sum of 
$3,130,344. The method of repayment of that amount, whether by 
off-set against domestic mail pay owing to the carrier or otherwise, 
is a matter for the Postmaster General and the carrier. 
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schedule designated or ordered to be established by the 
Postmaster General for the carriage of mail, and the 
scheduled mileage flown shall be computed on the direct 
airport-to-airport mileage between points actually served 
on each trip flown in scheduled passenger service includ¬ 
ing all trips operated as extra sections thereto. 

The compensation provided above shall be inclusive of. 
and not in addition to, the mail compensation heretofore 
received by the carrier for the transportation of mail 
on and after September 26,1946. 

IT IS FURTHER ORDERED, That this order fixing 
fair and reasonable temporary rates shall be effective as 
of this date, all parties to the above-entitled proceeding 
having already waived all further procedural require¬ 
ments short of a final decision by the Board; 

IT IS FURTHER ORDERED, That this proceeding 
remain open pending entry herein of an order fixing final 
rates retroactive to such date as the Board may deter¬ 
mine, which said final rates may be lower or higher than 
the temporary rates fixed herein. 

By the Civil Aeronautics Board: 

/s/ M. C. Mulligan 
M. C. Mulligan 
Secretary 


(SEAL) 


I 


[filed 4-10-51] 

Exhibit C 
Before the 

CIVIL AERONAUTICS BOARD 
Washington, D. C. 

In the matter of the compensation for the transportation 
of mail by aircraft, the facilities used and useful 
therefor, and the services connected therewith, of 

NORTHWEST AIRLINES, INC. 

in its trans-Pacific operations. 

Docket No. 2539, et at. 
and 

i 

In the matter of the compensation for the transportation 
of mail by aircraft, the facilities used and useful 
therefor, and the services connected therewith of 

NORTHWEST AIRLINES, INC. j 

over its routes within the continental United States 
insofar as authorized under certificates for inter¬ 
state air transportation and over its routes between 
the United States and terminal points in Canada. 

Docket No. 3211 

i 

Offer of Proof of Air Transport Associates, Inc. to Rates j 
Proposed in Civil Aeronautics Board*s Orders Serial 
No. E-5243 (Docket No. 3211) and Serial No. E-5244 
(Docket No. 2539, et al)—At Hearing Before Exam- 
ner Walter W. Bryan on April 10,1951 

i 

Air Transport Associates, Inc., if permitted to partici¬ 
pate in the hearing mentioned above, would produce evi- j 
dence to establish the following facts and hereby submits 
its offer of proof as follows: 
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(1) No showing has been made of the “need” of 
Northwest for compensation in mail subsidy from the 
United States 

“• * * for the transportation of mail sufficient to in¬ 
sure the performance of such service, and, together with 
all other revenue of the air carrier, to enable such air 
carrier under honest, economical, and efficient manage¬ 
ment, to maintain and continue the development of air 
transportation to the extent and of the character and 
quality required for the commerce of the United States, 
the Postal Service, and the national defense.” (Under¬ 
scoring supplied.) Title 49 U. S. C. 486(b) 

(2) These Orders of the Civil Aeronautics Board men¬ 
tioned above will grant undue and unreasonable prefer¬ 
ence to Northwest and serve to subject Air Transport to 
unjust discrimination and undue and unreasonable dis¬ 
advantage because it will permit Northwest to use this 
subsidy money to continue its present practice of trans¬ 
porting freight and passengers below cost, making up its 
deficit from the mail subsidy and carrying passengers and 
cargo over the same route served by Air Transport at 
rates less than actual cost of operation. 

(3) There is no need for this subsidy “to enable such 
carrier under honest, economical, and efficient manage¬ 
ment” to maintain and continue the development of air 
transportation as prescribed by Title 49 U. S. C. 496b. 
The management of Northwest in. the past has not been 
conducted in the manner required by Title 49 U. S. C. 
486b and as no showing has been made that this subsidy 
will be so used, it is apparent that its past uneconomical 
and inefficient management will continue. 

(4) This subsidy, if granted as proposed by the 
Board in the Order to Northwest will 

(a) aggrieve and adversely affect the substantial in¬ 
terest of Air Trasnport because this money will be used 


to defray its uneconomical, wasteful, extravagant, and 
faulty management and thus make illegal the proposed 
authorization of this subsidy allowance to which Air 
Transport objects; 

(b) this money will enable Northwest to replace its 
losses incurred by carrying cargo and passengers at less 
than its cost, which amounts to unfair competition with 
Air Transport. 

This subsidy, if granted, in effect, indemnifies Northwest 
against loss and seeks to insure a profitable operation 
of its business. 

(5) Over the period covered by the orders for which 
this subsidy is being paid Northwest, said certificated car 
rier used mail payments received from the United States 
Treasury to subsidize uneconomical carriage operations 
of passengers and cargo, providing rates therefor at 
lower than actual cost of operation, thereby creating an 
unfair competitive position with Air Transport which has 
been thereby greatly damaged and its financial position 
greatly impaired. If this mail subsidy pay is given 
Northwest as proposed by this order, the stamp of ap¬ 
proval will thereby be given to the unrealistic and uneco¬ 
nomical operation and rates heretofore charged by North¬ 
west and will be contrary to law, to wit, the provision 
of Title 49 U. S. C. 486b which requires as a precedent 
to the awarding of this mail pay subsidy “honest, eco¬ 
nomical, and efficient management” which did not exist 
with respect to the operations of Northwest over the 
period of time covered by CAB Orders Serial Nos. E-5243 
and E-5244. Over this period Northwest charged less 
than actual cost for the carriage of passengers and 
freight which they have only been able to do by draining 
the United States Treasury of the taxpayers’ money by 
the use of air mail subsidy in their wasteful, extravagant, 
unnecessary and financially unwise operations and in the 
conduct of their business affairs in imprudent and uneco- 
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nomical management to the financial loss of Air Trans¬ 
port caused by this destructive competition which is only 
possible by use of air mail subsidy. 

(6) The Board did not apply the proper criterion in 
reaching its conclusion as to the granting of this mail 
subsidy to Northwest. The proposed order is erroneous 
as a matter of law because of the lack of evidence and 
essential finding required to support it Its erroneous 
statutory construction is not supported by evidence or 
any finding of the Board and if the Order stands, Air 
Transport will suffer through the operation of this illegal 
Order. 

(7) Northwest Airlines’ freight tariff of 15^ per pound 
and its tourist passenger tariff of 35^ per pound between 
Seattle, Washington and Anchorage, Alaska, are insuf 
ficient to provide a profit. Of Northwest’s total revenue 
of 62.40^ per pound, 26.33 is mail pay. This mail pay, 
representing a temporary mail rate awarded, is very 
much more than is necessary under honest, economical 
and efficient management to assure the continuance of 
Northwest Airlines’ service. The overwhelming propor¬ 
tion of this airmail pay is not compensatory. Unneces¬ 
sary subsidy is included to sustain Northwest’s losses 
incurred by quoting freight rates of 15^ per pound and 
passenger rates of 35^ per pound. While Northwest 
shows this 26.33^ subsidy for each pound transported on 
its Alaskan and North Pacific routes as legitimate reve¬ 
nue, the greater part of it is not legitimate revenue but 
in fact is an unnecessary loss to the United States tax¬ 
payers. If Northwest had so conducted its management 
as to transport only the first class passenger service for 
which its operation was designed, these losses would not 
have been incurred. Only by transporting quantities of 
below-cost freight and below-cost “tourist” passenger 
traffic to duplicate the services of non-subsidized carriers 
did Northwest incur these losses. 
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If Northwest produces separate cost figures for its 
Seattle-Anchorage route segment of its Trans-Pacific 
operations, these costs will not be sufficiently lower than 
the figures heretofore shown to establish that Northwest 
can conduct a profitable business operation in freight and 
tourist passenger service. Only Northwest’s first class 
passenger operation is self sustaining as its costs per 
pound to Anchorage is 47.56^. Its price for service to 
Anchorage for freight is 15^ per pound and for “tourist” 
passengers is 35^ per pound, while its price for first class 
passengers is. 50^ per pound. Offer is made to prove the 
facts set forth on the attached chart showing prices, costs, 
revenues and profits and losses of Northwest and other 
carriers. I 

I 

(8) The approval by the Board of this mail pay to 
Northwest will operate in effect as a reward for its waste¬ 
ful, extravagant, and unwise operations; and as in cost- 
plus contracts, the greater the uneconomical operation ! 
the greater the profit from mail pay. 

(9) Northwest paid dividends of 4.6% on its preferred ! 

stock, amounting to $.28% per quarter from August 1, j 
1947 to February 1, 1950; no dividends from 2/1/50 until 
11/1/50 when $.86M> was paid, clearing all dividends in ! 
arrears. Northwest has 384,845 shares, par value $25. j 
These dividends were paid as a result of mail subsidy j 
on the basis of temporary mail rates. Northwest is pay- j 
ing dividends to its preferred stockholders from this mail 
subsidy notwithstanding its losses due to its past uneco- j 
nomical and inefficient management. The payment of 
these dividends from temporary mail pay subsidy in itself j 
not only does not show “honest” management but clearly 
indicates the contrary. | 

j 

(10) The purchase by Northwest of Stratocruisers 1 
constituted unwise, uneconomical, and inefficient manage- j 
ment because the load factor on Pacific service was in- j 
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sufficient to justify the employment of this larger and 
more modern aircraft. 

(11) On February 15, 1950, a bona fide offer was 
made to the Civil Aeronautics Board to transport all air 
mail between Seattle and Anchorage and Fairbanks, 
Alaska for One Dollar ($1.00) per year which would save 
the government over two million dollars per year in 
mail subsidies. A competing operator, if given the mail 
pay could profitably carry the passengers and cargo free 
of charge. 

(12) Expert testimony from a competent, qualified 
witness, if permitted to testify, will establish that it is 
impossible for Northwest Airlines to conduct cargo 
and/or combination cargo passenger operations profitably 
without recourse to subsidy although other companies 
operating over the same route without sibsidy can do 
combination cargo passenger operations at a profit. 

(13) These temporary rates for Northwest’s trans¬ 
pacific operations as set forth in Order Serial No. E-5244 
in Docket No. 2539, et al., cover a period of approxi¬ 
mately four years and three months, from September 26, 
1946, to December 31, 1950, during all of which period 
Northwest operated at a loss due to a lack of honest 
efficient, and economical management. During all of this 
period other carriers operated over the same route be¬ 
tween Seattle and Anchorage, Alaska at a profit with 
out the benefit of mail pay. 

(14) Northwest did not quote the below cost rates 
which caused its losses during the period covered by 
Order Serial No. E-5244 in Docket No. 2539, et al., until 
after similar or lower rates had been established by 
non-subsidized competitors. 

(15) Although the mail rates mentioned in Northwest 
petitions, Dockets No. 2539, et al. and 3211, are desig¬ 
nated as “temporary rates”, nevertheless the Board’s 
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Order Serial No. E-5244 covers a period of over four 
years and Order Serial No. E-5243 covers a period of 
over three years, which are unreasonable periods for 
“temporary rates”, and as a practical matter have caused 
Air Transport Associates, Inc. permanent loss and dam¬ 
ages which cannot be alleviated by subsequent adjust¬ 
ments of final awards. 

(16) The use which will be made by Northwest Air¬ 
lines of the subsidy it receives based upon these mail 
rates set forth in the orders mentioned in the preceding 
paragraph, will continue ad infinitum with the resultant 
continuing damage to Air Transport Associates, Inc. 

Bespectfully submitted, 

/s/ Warren E. Miller 
Warren E. Miller 
910 17th Street, N. W. 
Washington 6, D. C. 
Attorney for Air Transport 
Associates, Inc. 


i 

i 
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Orders 

Serial Number E-721 

95 UNITED STATES OF AMERICA 

CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 

Adopted by the Civil Aeronautics Board at its office in 
Washington, D. C. on the 29th day of July 1947. 

In the matter of compensation for the transportation of 
mail by aircraft, the facilities used and useful there¬ 
for, and the services connected therewith, of 

NORTHWEST AIRLINES, INC. 
in its transpacific operations. 

Docket No. 2539 

Order Fixing and Determining the Fair a/nd Reasonable 
Temporary Rates of Compensation for the 
Transportation of Mail 

The Board having heretofore issued to Northwest Air¬ 
lines, Inc., (hereinafter called Northwest) a certificate of 
public convenience and necessity 1 authorizing Northwest 
to engage in air transportation with respect to persons, 
property, and mail as follows: 

Between the co-terminal points New York, N. Y., and 
Chicago, HI., the intermediate points Minneapolis-St. Paul, 
Minn., Edmonton, Alberta, Canada, Whitehorse, Yukon 
Territory, Canada, and Anchorage, Alaska; and between 
the terminal point Seattle, Wash., the intermediate point 


1 Issued by the Board June 20, 1946, and approved by the Presi¬ 
dent July 31, 1946, Order Serial No. 6035; reissued by the Board 
November 19, 1946, and approved by the President December 13, 
1946, Order Serial No. E-176. 
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Anchorage, Alaska, an intermediate point in the Kurile 
Islands, and the intermediate point Tokyo, Japan, and 
(a) beyond the intermediate point Tokyo, Japan, the 
intermediate points Seoul, Korea, Shanghai, China and 
the terminal point manila, Philippine Islands, and (b) 
beyond the intermediate point Tokyo, Japan, the interme¬ 
diate points Harbin, Manchuria, Mukden, Manchuria, 
Dairen, Manchuria, Peiping, China, Nanking, China, 
Shanghai, China and the terminal point Manila, Philip¬ 
pine Islands. 2 

95-A The Board having on January 23, 1947, 2 fixed, 
determined and published a temporary mail rate 
of $0.85 per United States mail ton-mile, computed 
monthly on a direct airport-to-airport statute mileage 
basis, for the transpacific services of Northwest on and 
after September 1, 1946, under the aforesaid certificate; 

Northwest having on April 16, 1947, filed a petition, 
which was amended on April 28, 1947, praying that the 
Board increase the aforesaid temporary rate to $1.50 per 
airplane mile; and 

The Board having on July 2, 1947 issued an order 
(Order Serial No. E-673) directing Northwest to show 
cause why temporary rates of $0.59 per airplane mile 
for services performed between Seattle and Minneapolis 
and Anchorage on and after January 1, 1947 and $1.75 
per airplane mile for services performed between An¬ 
chorage and points in the Kurile Islands, Japan, Korea, 
the Asiatic Mainland, or the Philippine Islands, on and 
after the date of commencement of operations, should 
not be fixed, determined and published. 


2 Whenever stops are made for operational or technical reasons 
at a point or points in the Aleutian Islands on services authorized 
in this certificate, Northwest may receive and discharge persons, 
property and mail at such point or points. 

3 Order Serial No. E-248. 





Public hearing having been held in the above-entitled 
proceeding on July 17, 1947 and the Board, upon consid¬ 
eration of the record, finding that: 

L Northwest inaugurated service over the Seattle, 
Washington and Anchorage, Alaska segment on Septem¬ 
ber 1, 1946, over the Minneapolis-St. Paul, Minnesota, 
Edmonton, Alberta, Canada, Whitehorse, Yukon Terri¬ 
tory, Canada and Anchorage, Alaska segment on 
96 January 1, 1947, and over the remaining segments 
of the route on July 15, 1947; 

2. The temporary mail rate order of January 23, 
1947, hereinabove referred to, constitutes the only exist¬ 
ing basis upon which mail payments may be made to 
Northwest for services performed over its transpacific 
routes on and after September 1,1946; 

3. Actual operating results now reflected in North¬ 
west’s reports to the Board for the Alaskan segments, 
and present estimates for the entire route indicate a need 
for mail pay in excess of the rate temporarily fixed by 
the Board on January 23, 1947; 

4. In the absence of mail pay more nearly in accord 
with the latest reported operating results for the Alaskan 
segments of its route and in accord with present esti¬ 
mates for its entire route, Northwest’s working capital 
may be dissipated in the performance of services under 
the aforesaid certificate; 

5. The establishment of increased temporary rates of 
mail compensation for Northwest’s operations between 
Seattle and Anchorage and between Minneapolis and An¬ 
chorage on and after January 1, 1947, and between An¬ 
chorage and points in the Pacific on and after July 15, 
1947, to serve as an interim basis of payment until such 
time as a fair and reasonable final rate or rates are 
fixed and determined, is in the public interest; 
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6. Pending the determination and establishment of the 
final mail rate or rates in this proceeding, the establish¬ 
ment of temporary rates which will provide North- 

97 west with total mail compensation not materially af¬ 
fected by variations in the number of schedules 
designated by the Postmaster General is in the public 
interest; 

7. Pending the final determination in this proceeding 
of the number of Northwest’s schedules required in the 
interest of commerce the Postal Serivce or the national 
defense, base mileages of 5100 miles between Seattle and 
Anchorage and between Minneapolis and Anchorage, and 
5700 miles between Anchorage and points in the Pacific 
are deemed reasonable for the limited purpose of estab¬ 
lishing temporary rates herein; and 

8. The final mail rate or rates to be established in 
this proceeding will be determined upon the basis of 
only such schedules as are found by the Board to be 
required in the interest of commerce, the Postal Service 
or the national defense. 

IT IS ORDERED, That the fair and reasonable tem¬ 
porary rates to be paid for the transportation of mail by 
aircraft, the facilities used and useful therefor, and the 
services connected therewith, between the points between 
which Northwest, by its certificate of public convenience 
and necessity was, is presently, or hereafter may be au¬ 
thorized to transport mail in its transpacific operations, 
are and shall be as follows: 

(a) For services performed between Seattle and An¬ 
chorage and between Minneapolis and Anchorage on and 
after January 1, 1947: 

(1) For each month during which the average daily 
scheduled mileage is not greater than the average daily 
designated mileage and does not exceed 5100 miles, a 
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base rate of $0.59 per airplane mile to be paid without 
reference to base poundage. 

98 (2) For each month during which the average 

daily scheduled mileage exceeds the average daily 
designated mileage but does not exceed 5100 miles, an 
effective rate per airplane mile (computed to the nearest 
hundredth of a cent) which bears the same relation to 
$0.59 per airplane mile as the average daily scheduled 
mileage bears to the average daily designated mileage, 
said rate to be paid without reference to base poundage. 

(3) For each month during which the average daily 
scheduled mileage exceeds 5100 miles, an effective rate 
per airplane mile (computed to the nearest hundredth of 
a cent) which bears the same relation to $0.59 per air¬ 
plane mile as 5100 miles bears to the average daily desig¬ 
nated mileage, said rate to be paid without reference to 
base poundage. 

(b) For services performed between Anchorage and 
points in the Kurile Islands, Japan, Korea, the Asiatic 
Mainland, or the Philippine Islands, on and after July 15, 
1947: 

(1) For each month during which the average daily 
scheduled mileage is not greater than the average daily 
designated mileage and does not exceed 5700 miles, a 
base rate of $1.75 per airplane mile to be paid without 
reference to base poundage. 

(2) For each month during which the average daily 
scheduled mileage exceeds the average daily designated 
mileage but does not exceed 5700 miles, an effective rate 
per airplane mile (computed to the nearest hundredth 
of a cent) which bears the same relation to $1.75 per 
airplane mile as the average daily scheduled mileage 
bears to the average daily designated mileage, said rate 
to be paid without reference to base poundage. 
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(3) For each month during which the average daily 
scheduled mileage exceeds 5700 miles, an effective rate 

per airplane mile (computed to the nearest hun- j 
99 dredth of a cent) which bears the same relation ; 

to $1.75 per airplane mile as 5700 miles bears to j 
the average daily designated mileage, said rate to be paid | 
without reference to base poundage. 

i 

The mail compensation derived by the application of ! 
the aforesaid rates shall be inclusive of and not in addi¬ 
tion to the mail compensation heretofore received by 
Northwest for mail transported on and after January 1, 
1947 in its transpacific operations between the points 
described in (a) and (b) above. 

The aforesaid rates per airplane mile shall be applied j 
to the direct airport-to-airport mileage between points 
served for the carriage of mail on each trip flown on a | 
schedule designated or ordered to be established by the j 
Postmaster General for the carriage of mail, provided, j 
however, that if any scheduled flight is operated in two 
or more sections between any two points served for mail j 
and mail is transported on more than one such section, 
the aggregate of the sections so used shall, for all pur- j 
poses of computing compensation pursuant to this Order, j 
be treated as a single flight, and the rates shall be ap¬ 
plied to the airport-to-airport mileage flown by that sec¬ 
tion which covers the greatest airport-to-airport mileage 
between points served for mail. \ 

The average daily scheduled mileage shall consist of 
the mileages of all scheduled trips, and the average daily 
designated mileage shall consist of the mileages of all 
scheduled trips designated or ordered to be established 
by the Postmaster General for the carriage of mail; such 
mileages shall be computed as though the mileage of 
each such trip were the airport-to-airport distance via 


I 

l 

i 
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all certificated intermeditae points along the flight 
100 route between the terminals of each trip. The aver¬ 
age daily scheduled mileage and the average daily 
designated mileage shall be determined for each calendar 
month by taking the average (computed to the nearest 
mile) of the daily mileage of regularly scheduled trips 
and of regularly designated trips, respectively, for the 
seven days of the week, without regard to any variations 
of scheduled or designated mileages, respectively, on 
holidays. 

IT IS FURTHER ORDERED, That the aforesaid 
order fixing a fair and reasonable temporary rate shall 
be effective as of this date, all parties to the above-en¬ 
titled proceeding having already waived all further pro¬ 
cedural requirements short of a final decision by the 
Board fixing a temporary rate herein; 

IT IS FURTHER ORDERED, That this proceeding 
remain open pending entry herein of an order fixing a 
final rate or rates retroactive to September 1, 1946, 
which said final rate or rates may be higher or lower 
than the temporary rates fixed herein. 

By the Civil Aeronautics Board: 


(SEAL) 


/s/ Fred A. Toombs 
Fred A. Toombs 
Acting Secretary 

• • • » 


41 


I 


Orders 

Serial Number E-2526 

109 UNITED STATES OF AMERICA 
CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 

7 l 

I 

Adopted by the Civil Aeronautics Board at its office in 
Washington, D. C. on the 28th day of February, 1949 

In the matter of the compensation for the transportation 
of mail by aircraft, the facilities used and useful 
therefor, and the services connected therewith, of 

i 

i 

NORTHWEST AIRLINES, INC. j 

i 

in its trans-Pacific operations. 

Mar 1 1949 

I 

Docket No. 2539 et al. ! 

i 

Order to Show Cause 

The Board having issued a certificate of public conveni- | 
ence and necessity authorizing Northwest Airlines, Inc., 
hereinafter called Northwest, to engage in overseas air j 
transportation with respect to persons, property and mail j 
as follows r 1 

Between the co-terminal points Seattle-Tacoma, Wash¬ 
ington, and Portland, Oregon and the terminal point Hon¬ 
olulu, T. H.; 

j 

Northwest having on October 21, 1948, filed a petition j 
for a temporary rate of mail compensation of $1.65 per j 
airplane mile flown over the aforesaid route; 

1 Docket No. 2537 et al.. Order Serial No. E-1832, decided March 
16, 1948, approved by the President July 29, 1948. 
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The Board finding that: 

1. Northwest inaugurated service over the aforesaid 
route on December 2,1948; 

2. Northwest is currently receiving mail pay for its 
other trans-Pacific operations pursuant to Order Serial 

No. E-721; 

110 3. The mail compensation accruing pursuant to 

the aforesaid order is substantially in excess of 
that to which Northwest is reasonably entitled on the 
basis of current needs; 

4. Taking into consideration the added expenses and 
revenues connected with the operation of the increased 
mileage and additional stations on the Pacific Northwest- 
Hawaii route, Northwest may receive, pursuant to the 
rate order now in effect (Order Serial No. E-721), mail 
pay in excess of the amount needed to break even and 
provide a reasonable profit on all its overseas and for¬ 
eign operations, including that between Seattle-Portland 
and Hawaii; 

5. The continuation of a temporary rate of mail com¬ 
pensation for Northwest’s overseas and foreign opera¬ 
tions to serve as an interim basis of payment until such 
time as a fair and reasonable final rate is fixed is in the 
public interest; 

6. January 1, 1949 is deemed the appropriate date 
from which the revised rate should be effective; 

7. Pending the final determination in this proceeding 
of the number of schedules required in the interests of 
commerce, the Postal Service and the national defense, a 
daily base mileage of 16,000 miles for Northwest’s entire 
overseas and foreign operations is deemed reasonable for 
the limited purpose of establishing a temporary rate 
herein. Included in the aforementioned base mileage is 
a provision for three weekly round trips between Seattle* 
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Portland and Honolulu, which are deemed adequate to 
provide reasonable service between the terminal points 
Seattle-Portland and Honolulu; 

111 8. The final mail rate or rates to be established 
in this proceeding will be determined on the basis 

of only such schedules as are found by the Board to be 
required in the interests of commerce, the Postal Service 
and the national defense; 

9. The proceeding initiated by Northwest’s petition 
for a temporary mail rate on its Pacific Northwest- 
Hawaii route is consolidated with Docket No. 2539 in 
accordance with the order issued concurrently herewith; 

10. The fair and reasonable temporary rate to be used 
as a basis for payment on and after January 1, 1949, 
for the transportation of mail by aircraft, the facilities 
used and useful therefor, and the services connected 
therewith, in Northwest’s overseas and foreign opera¬ 
tions between the points between which Northwest, by its 
certificates of public convenience and necessity and effec¬ 
tive exemptions orders, is authorized to transport mail, 
including the operation between Seattle-Portland and 
Honolulu, is as follows: 

(1) For each month during which the average daily 
scheduled mileage is not greater than the average daily 
designated mileage and does not exceed 16,000 miles, a 
base rate of $1.00 per airplane mile; 

(2) For each month during which the average daily 
scheduled mileage exceeds the average daily designated 
mileage and does not exceed 16,000 miles, an effective 

rate per airplane mile (computed to the nearest 

112 hundredth of a cent) which bears the same rela¬ 
tion to $1.00 per airplane mile as the average daily 

scheduled mileage bears to the average daily designated 
mileage; 


44 


(3) For each month during which the average daily 
scheduled mileage exceeds 16,000 miles, an effective rate 
per airplane mile (computed to the nearest hundredth of 
a cent) which bears the same relation to $1.00 per air¬ 
plane mile as 16,000 miles bears to the average daily 
designated mileage. 

The aforesaid rates per airplane mile shall be applied 
to the direct airport-to-airport mileage between points 
served on each trip flown on a schedule designated or 
ordered to be established by the Postmaster General for 
the carriage of mail, provided, however, that if any 
scheduled flight is operated in two or more sections be¬ 
tween any two points served for mail and mail is trans¬ 
ported on more than one such section, the aggregate of 
the sections so used shall, for all purposes of computing 
compensation pursuant to this Order, be treated as a 
single flight, and the rates shall be applied to the air- 
port-to-airport mileage flown by that section which covers 
the greatest airport-to-airport mileage between points 
served for mail. 

The average daily scheduled mileage shall consist of 
the mileages of all scheduled trips, exclusive of trips 
cancelled by management with a view to reducing the 
volume of service operated, and the average daily desig¬ 
nated mileage shall consist of the mileages of all sched¬ 
uled trips designated or ordered to be established by the 
Postmaster General for the carriage of mail; such mileages 
shall be computed as though the mileage of each trip 
113 -were the airport-to-airport distance via all certifi¬ 
cated points along the flight route between the termi¬ 
nals of each trip. The average daily scheduled mileage and 
the average daily designated mileage shall be determined 
for each calendar month by taking the average (computed 
to the nearest mile) of the daily mileages of regularly 
scheduled trips, exclusive of trips cancelled by manage¬ 
ment with a view to reducing the volume of service oper- 
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ated, and of regularly designated trips, respectively, for 
the seven days of the week, without regard to any varia¬ 
tions of scheduled or designated mileages, respectively, on 
holidays. 

NOW, THEREFORE, IT IS ORDERED, That North- j 
west is directed to show cause why the Board should not 
terminate, as of December 31, 1948, the effectiveness of 
its order of July 29, 1947 (Serial No. E-721) and estab¬ 
lish the rates herein found to be fair and reasonable as | 
the temporary rates of mail compensation to be paid to 
Northwest on and after January 1, 1949 in its overseas 
and foreign operations between the points between which 
Northwest is authorized by its certificates of convenience 
and necessity and effective exemption orders to transport 
mail, including the operation between Seattle-Portland 
and Honolulu, pending the establishment of the final rates j 
in this proceeding, or until further order of the Board j 

IT IS FURTHER ORDERED, That all further pro- i 
cedure herein with reference to the aforesaid temporary 
rate shall be in accordance with Section 285.13 of the j 
Economic Regulations and that any notice, as provided I 
for in paragraph (c)(1) of said Section 285.13, that there 
exists any objections to the temporary rate proposed j 
herein shall be filed with the Civil Aeronautics 
114 Board within seven days after the date of service 
of this Order, and if notice is filed as aforesaid. ! 
written answer and any supporting documents, as pro 
vided for in paragraphs (c)(1) and (c) (2) of said Sec- ! 
tion 285.13 shall be filed with the Board within thirty j 
days after the date of service of this Order; 

_ _ i 

IT IS FURTHER ORDERED, That this proceeding j 
remain open pending entry of an order fixing a final rate \ 
retroactive to the commencement of commercial overseas 
and foreign operations, which final rate may be higher 
or lower than the temporary rate fixed herein. 
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By the Civil Aeronautics Board: 

1 /s/ M. C. Mulligan 

M. C. Mulligan 
Secretary 

(SEAL) 

• • • • 

Orders 

Serial Number E-2638 

129 UNITED STATES OF AMERICA 

CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 

Adopted by the Civil Aeronautics Board at its office in 
Washington, D. C. on the 28th day of March, 1949 

In the matter of the compensation for the transportation 
of mail by aircraft, the facilities used and useful 
therefor, and the services connected therewith, of 

NORTHWEST AIRLINES, INC. 
in its trans-PacUfic operations. 

Docket No. 2539 et al. 

Order Fixing and Determining a Fair a/nd Reasonable 
Temporary Rate of Modi Compensation 

Northwest Airlines, Inc. (hereinafter Northwest), hav¬ 
ing on October 21, 1948, filed a petition for a temporary 
mail rate over its newly certificated route from Seattle, 
Washington and Portland, Oregon to Honolulu, Hawaii; 1 

The Board having issued on February 28, 1949, an 
order 2 directing Northwest to show cause why the Board 


1 Docket No. 2537 et al.. Order Serial No. E-1832, decided March 
16, 1948, approved by the President July 29, 1948. 

2 Order Serial No. E-2526. 
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should not terminate as of December 31, 194S, the effec¬ 
tiveness of its mail rate order of July 29, 1947, (Serial 
No. E-721) and establish the rate set forth in the afore¬ 
said order to show cause as the fair and reason- 
130 able temporary rate of mail compensation to be 
paid Northwest on and after January 1, 1949 in 
its overseas and foreign operations; 

Northwest having filed notice that it had no objection 
to the temporary rate set forth in the order to show 
cause; 

Public hearing in the above proceeding having been held 
on March 18, 1949, and the Board, upon consideration 
of the record, hereby reaffirming and making final all the 
findings set forth in the said order to show cause except 
the finding numbered 6; and 

The Board acting pursuant to the power vested in it 
by the Civil Aeronautics Act, as amended, particularly 
Section 406 thereof, and finding that December 1, 1948 is 
a more appropriate date from which to make the rates 
set forth herein effective, and further that all parties to 
this proceeding have by stipulation concurred in the 
change of date from that set forth in the aforesaid 
order to show cause; 

IT IS ORDERED, That the effectiveness of Order 
Serial No. E-721 be and it is hereby terminated as of 
November 30,1948. 

IT IS FURTHER ORDERED, That the fair and rea¬ 
sonable temporary rate to be used as a basis for pay¬ 
ment on and after December 1, 1948 for the transporta¬ 
tion of mail by aircraft, the facilities used and useful 
therefor, and the services connected therewith, in North¬ 
west’s overseas and foreign operations between the points 
between which Northwest, by its certificates of public con¬ 
venience and necessity and effective exemption orders, is 
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authorized to transport mail, including the opera- 

131 tion between Seattle-Portland and Honolulu, is as 
follows: 

(1) For each month during which the average daily 
scheduled mileage is not greater than the average daily 
designated mileage and does not exceed 16,000 miles, a 
base rate of $1.00 per airplane mile; 

(2) For each month during which the average daily 
scheduled mileage exceeds the average daily designated 
mileage and does not exceed 16,000 miles, an effective 
rate per airplane mile (computed to the nearest hun¬ 
dredth of a cent) which bears the same relation to $1.00 
per airplane mile as the average daily scheduled mileage 
bears to the average daily designated mileage; 

(3) For each month during which the average daily 
scheduled mileage exceeds 16,000 miles, an effective rate 
per airplane mile (computed to the nearest hundredth of 
a cent) which bears the same relation to $1.00 per air¬ 
plane mile is 16,000 miles bears to the average daily 
designated mileage. 

The aforesaid rates per airplane mile shall be applied 
to the direct airport-to-airport mileage between points 
served on each trip flown on a schedule designated or 
ordered to be established by the Postmaster General for 
the carriage of mail, provided, however, that if any sched¬ 
uled flight is operated in two or more sections between 
any two points served for mail and mail is transported 
on more than one such section, the aggregate of 

132 the sections so used shall, for all purposes of 
computing compensation pursuant to this Order, be 

treated as a single flight, and the rates shall be applied 
to the airport-to-airport mileage flown by that section 
which covers the greatest airport-to-airport mileage be¬ 
tween points served for mail. 
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The average daily scheduled mileage shall consist of 
the mileages of all scheduled trips, exclusive of trips can¬ 
celled by management with a view to reducing the volume 
of service operated, and the average daily designated 
mileage shall consist of the mileages of all scheduled trips 
designated or ordered to be established by the Postmaster 
General for the carriage of mail; such mileages shall be 
computed as though the mileage of each trip were the 
airport-to-airport distance via all certificated points along 
the flight route between the terminals of each trip. The 
average daily scheduled mileage and the average daily 
designated mileage shall be determined for each calendar 
month by taking the average (computed to the nearest 
mile) of the daily mileages of regularly scheduled trips, 
exclusive of trips cancelled by management with a view 
to reducing the volume of service operated, and of regu¬ 
larly designated trips, respectively, for the seven days 
of the week, without regard to any variations of sched¬ 
uled or designated mileages, respectively, on holidays. 

IT IS FURTHER ORDERED, That this order fixing 
fair and reasonable temporary rates shall be effective as 
of this date, all parties to the above entitled proceeding 
having already waived all further procedural re- 
133 quirements short of final decision by the Board. 

IT IS FURTHER ORDERED, That this pro¬ 
ceeding remain open pending entry of an order fixing a 
final rate retroactive to the commencement of commercial 
overseas and foreign operations, which final rate may be 
higher or lower than the temporary rate fixed herein. 

By the Civil Aeronautics Board: 

/s/ M. C. Mulligan 
M. C. Mulligan 
Secretary 


(SEAL) 




Orders 

Serial Number E-4495 

134 UNITED STATES OF AMERICA 
CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 

Adopted by the Civil Aeronautics Board at its office in 
Washington, D. C. on the 7th day of August, 1950. 

In the matter of the compensation for the transportation 
of mail by aircraft, the facilities used and useful 
therefor, and the services connected therewith, of 

NORTHWEST AIRLINES, INC. 
in its trans-Pacific operations. 

Docket No. 2539 et al. 

Order to Show Cause 

The Board having by Order Serial Number E-2638, 
adopted March 28, 1949, revised the temporary mail rates 
for the overseas and foreign operations of Northwest 
Airlines, Inc. (hereinafter referred to as Northwest), for 
the period on and after December 1, 1948, to make pro¬ 
vision for the operation of the Seattle-Honolulu segment; 

The Board since the issuance of said order, having 
made a further analysis of the mail pay requirements of 
Northwest for its overseas and foreign operations; 

The Board finding that: 

1. The temporary mail rates presently in effect under 
said Order Serial Number E-2638 appear to be substan¬ 
tially higher than the rates which, on the basis of this 
further analysis, it may reasonably be anticipated, will 
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i 
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be established as final mail rates for the period on and 
after August 1,1950; 

2. The unadjusted operating results of the carrier 
during the period it has been receiving the temporary- 
rates in effect under Order Serial Number E-2638, indi¬ 
cate that Northwest has been receiving an excessive rate 
of return; 

3. Pending the completion of the detailed analysis of 
Northwest’s operating results necessary for the establish¬ 
ment of a fair and reasonable final rate in this proceed¬ 
ing, it is impossible to determine the precise extent of the 

excess mail pay accruing under the current rates: 

135 4. It may reasonably be anticipated that the 

temporary rates proposed herein will more nearly 
approximate the level of a fair and reasonable final rate 
than will the currently effective rates; 

5. Because of the low volume of experienced traffic 
together with the substitution of Boeing 377 aircraft in 
the place of Douglas DC-4 aircraft, the schedules be¬ 
tween Seattle and Honolulu recognized in computing the 
base volume of service for the purpose of fixing fair and 
reasonable temporary rates for the period beginning Au¬ 
gust 1, 1950, should be reduced from three round trips 
per week to two round trips per week. 

6. Pending the determination in this proceeding of 

the volume of capacity required in the interest of com 
merce, the Postal Service, and the national defense, the 
base volume proposed below is deemed reasonable for 
the limited purpose of establishing temporary mail rates 
herein; | 

i 

i 

7. The fair and reasonable temporary rates to be 
used as a basis for payment on and after August 1, 1950 j 
for the transportation of mail by aircraft, the facilities 
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used and useful therefor, and the services connected there¬ 
with, in Northwests overseas and foreign operations be¬ 
tween the points between which Northwest by its certifi¬ 
cates of public convenience and necessity and effective 
exemption orders was, is presently, or hereafter may be, 
authorized to transport mail is as follows: 

For each calender month on and after August 1, 1950 
an effective rate per designated mile flown obtained by 
dividing by the designated miles flown during the month 
the product of 2.26 cents times the lower of 15,900,000 or 
the standard available seat miles flown in scheduled pas¬ 
senger service during the month. 

The available seat miles flown in scheduled passenger 
service during the month shall be computed by multiply¬ 
ing the scheduled mileage flown in passenger service dur¬ 
ing the month which each aircraft type by the standard 
available seats for that type as specified below: 


Aircraft Type 

Seats 

Douglas DC-3 

21 

Martin 202 

40 

Convair 240 

40 

Douglas DC-4 

40 

Lockheed Constellation 

43 

Douglas DC-6 

43 

Boeing Stratocruiser 

61 


The aforesaid rates per airplane mile shall be applied 
to, and the designated mileage flown shall be computed 
on, the direct aiiport-to-airport mileage between points 
served for the carriage of mail on each trip flown on a 
schedule designated or ordered to be established by the 
Postmaster General for the carriage of mail, and the 
scheduled mileage flown shall be computed on the direct 
airport-to-airport mileage between points actually served 
on each trip flown in scheduled passenger service, includ¬ 
ing all trips operated as extra sections thereto; 
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The compensation provided herein shall be inclusive 
of, and not in addition to, the mail compensation re¬ 
ceived by the carrier for the transportation of mail on 
and after August 1, 1950. 

136 IT IS ORDERED, That Northwest be, and it is, 
directed to show cause why the Board should not 
fix, determine and publish the aforesaid rates as the fair 
and reasonable temporary rates of compensation to be 
paid Northwest on and after August 1, 1950 for the 
transportation of mail by aircraft, the facilities used and 
useful therefor, and the services connected therewith in 
Northwest’s overseas and foreign operations, between the 
points between which Northwest was, is presently, or 
hereafter may be, authorized to carry mail by its certifi¬ 
cates of public convenience and necessity and effective 
exemption orders pending the establishment of the final 
rates in this proceeding, or until further order of the 
Board; 

IT IS FURTHER ORDERED, That all further proce¬ 
dure herein with reference to the aforesaid temporary 
rates shall be in accordance with Section 302.13 of the 
Procedural Regulations and that any notice, as provided 
for in paragraph (c)(1) of said Section 302.13, that there 
exists any objections to the temporary rates proposed 
herein shall be filed with the Civil Aeronautics Board 
within seven days after the date of service of this Order, 
and if notice is filed as aforesaid, written answer and 
any supporting documents, as provided for in paragraphs 
(c)(1) and (c)(2) of said Section 302.13 shall be filed 
with the Board within thirty days after the date of serv¬ 
ice of this Order; 

IT IS FURTHER ORDERED, That this proceeding 
remain open pending entry of an order fixing a final rate 
retroactive to such time as the Board may determine, 



54 


which final rate may be higher or lower than the tem¬ 
porary rates fixed herein. 

By the Civil Aeronautics Board: 


(SEAL) 


/s/ M. C. Mulligan 
M. C. Mulligan 
Secretary 


E-4813 

148 UNITED STATES OF AMERICA 
CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 

Served: Nov 13 1950 

DOCKET NO. 2539 ET AL. 

NORTHWEST AIRLINES, INC. 

Decided: November 7, 1950 

Consolidation of temporary with final mail rate pro¬ 
ceedings denied. 

Opinion 

BY THE BOARD: 

On August 7, 1950 the Board issued its Show Cause 
Order, Order Serial No. E-4495, proposing a reduction 
in the temporary mail rate for the trans-Pacific opera¬ 
tions of Northwest Airlines, Inc., (hereinafter referred 
to as Northwest). The carrier, having filed Notice of 
Objections and a request for extension of the time for 
filing Answer, the time for filing Answer was extended 
to October 6, 1950. No Answer has been filed, but on 
October 2, 1950 Northwest filed a document requesting 
that further proceedings under the temporary rate Show 


I 
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Cause Order, Serial No. E-4495, be consolidated with a j 
proceeding for the purpose of fixing permanent mail j 
rates for its foreign and overseas routes, Docket No. 2539, 
and its domestic routes, Docket No. 3211. 

The document concedes that on the basis of Northwest’s | 
reported figures, the proposed temporary rate for the j 
foreign and overseas operations may be reasonable. It, 
however, urges in support of its request that its 
149 existing temporary rates for its domestic opera- i 
tions and for its system as a whole are inadequate; j 
that the Board should consider the mail pay require- j 
ments of the system, as a whole; or alternatively, if the 
foreign and overseas temporary rate is revised down¬ 
ward there should be a concurrent upward adjustment in j 
the domestic temporary rate. 

In the case of Northwest, as has been true of other 
domestic carriers operating major foreign routes, the I 
Board has consistently treated the foreign and domestic 
operations separately. In passing upon a temporary mail j 
rate action, we must presume that Northwest’s reported j 
results for its foreign and overseas operations reflect a j 
proper accounting without further adjustment of the re- ' 
ported results for its domestic services. The temporary [ 
mail rate procedure was designed only to make possible 
mail payments not in excess of the reasonably anticipated 
final mail rates in order to meet the carrier’s needs for 
working capital without the delay required for a penna- | 
nent mail rate proceeding. 

Northwest’s request to consolidate the temporary pro- j 
ceeding involving a reduction in its temporary mail pay 
with the permanent mail pay proceeding would have the 
result of authorizing a constinuation of the prima facie | 
overpayments for the substantial period necessary to | 
complete a permanent mail rate proceding. To grant the j 
request would undermine the temporary mail rate proce- ■ 


i 
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dure by encouraging action to defer the effective date of 
temporary rate decreases while permitting increases to be¬ 
come effective by the formality of acceptance and pro forma, 
hearing. In our opinion, the continued use of the 
150 temporary mail rate procedure requires as a practi¬ 
cal matter, that the Board be in a position to expe¬ 
ditiously decrease excessive as well as increase inadequate 
temporary rates. 

As we have indicated, we believe the foreign and over¬ 
seas operation should stand on its own feet for mail pay 
purposes. There is nothing in the present petition spe¬ 
cifically supporting the contention that the domestic rate 
is inadequate. At the time that rate was fixed 1 it was 
set at a level approximating Northwest’s actual final mail 
rate requirements as determined from an analysis of the 
final rates in effect for comparable carriers. That the 
carrier has suffered losses on its domestic system, of it 
self, is no basis for consolidating the final rate proceeding 
thereon with the temporary rate proceeding for the for¬ 
eign and overseas routes. 

Although, in our opinion, the document filed on October 
2, 1950, is not an answer to the Show Cause Order, Serial 
No. E-4495, and the period for filing answer has expired, 
we will grant Northw- st an additional twenty days from 
the date hereof to file answer to the show cause order. 
The requests made by the document filed October 2, 1950 
should in all other respects be denied. 

An appropriate order will be entered. 

Rentzel, Chairman, Ryan, Lee, and Adams, Members of 
the Board, concurred in the above opinion. Jones, Mem¬ 
ber, did not take part in the decision. 


1 Order Serial No. E-2699, April 11, 1949. 
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Orders 

Serial Number E-5030 

173 UNITED STATES OF AMERICA 
CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 

Adopted by the Civil Aeronautics Board at its office in 
Washington, D. C. on the 12th day of January, 1951. 

In the matter of the compensation for the transportation 
of mail by aircraft, the facilities used and useful 
therefor, and the services connected therewith, of 

NORTHWEST AIRLINES, INC. 
in its trans-Pacific operations. 

Docket No. 2539 et al. 

Order Fixing and Determining Fair and Reasonable Tem¬ 
porary Rates of Compensation for the Transpor¬ 
tation of Mail by Aircraft 

The Board having on August 7, 1950 by Order Serial 
No. E-4495 directed Northwest Airlines, Inc., hereinafter 
referred to as Northwest, to show cause why the tem¬ 
porary rates specified in said order should not be estab¬ 
lished as a basis of payment applicable to Northwest’s 
trans-Pacific operations for the period on and after Au¬ 
gust 1, 1950; 

No formal notice of objections having been filed to the 
temporary rates proposed in said order to show cause; 

Public hearing having been held in the above-entitled 
proceeding on January 10, 1951, and the Board, upon 
consideration of the record, hereby reaffirming all the 
findings set forth in the said order to show cause; 
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IT IS ORDERED, That the fair and reasonable tem¬ 
porary rates to be used as a basis for payment on and 
after August 1, 1950 for the transportation of mail by 
aircraft, the facilities used and useful therefor, and the 
services connected therewith, in Northwest’s overseas and 
foreign operations between the points between which 
Northwest by its certificates of public convenience and 
necessity and effective exemption orders was, is presently, 
or hereafter may be, authorized to transport mail is as 
follows: 

174 For each calendar month on and after August 1, 
1950 an effective rate per designated mile flown 
obtained by dividing by the designated miles flown during 
the month the product of 2.26 cents times the lower of 
15,900,000 or the standard available seat miles flown in 
scheduled passenger service during the month. 

The available seat miles flown in scheduled passenger 
service during the month shall be computed by multiply¬ 
ing the scheduled mileage flown in passenger service dur¬ 
ing the month with each aircraft type by the standard 
available seats for that type as specified below: 


Aircraft Type 

Seats 

Douglas DC-3 

21 

Martin 202 

40 

Convair 240 

40 

Douglas DC-4 

40 

Lockheed Constellation 

43 

Douglas DC-6 

43 

Boeing Stratocruiser 

61 


The aforesaid rates per airplane mile shall be applied 
to, and the designated mileage flown shall be computed 
on, the direct airport-to-airport mileage between points 
served for the carriage of mail on each trip flown on a 
schedule designated or ordered to be established by the 


Postmaster General for the carriage of mail, and the 
scheduled mileage flown shall be computed on the direct 
airport-to-airport mileage between points actually served 
on each trip flown in scheduled passenger service, includ¬ 
ing all trips operated as extra sections thereto; 

The compensation provided herein shall be inclusive of, 
and not in addition to, the mail compensation received by 
the carrier for the transportation of mail over its inter¬ 
national and overseas routes on and after August 1, 1950. 

IT IS FURTHER ORDERED, That this order fixing 
fair and reasonable temporary rates shall be effective as 
of this date, all parties to the above-entitled proceeding 
having already waived all further procedural require¬ 
ments short of final decision by the Board. 

IT IS FURTHER ORDERED, That this proceeding 
remain open pending entry of an order fixing final rates 
retroactive to such date as the Board may determine, 
which said final rates may be lower or higher than the 
temporary rates fixed herein. 

By the Civil Aeronautics Board: 

/s/ M. C. Mulligan 
M. C. Mulligan 
Secretary 


(SEAL) 
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176 BEFORE THE 

CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 

In the Matter of the Compensation for Transportation of 
Mail by Aircraft, the Facilities Used and Useful there¬ 
for, and the Services Connected Therewith of 

NORTHWEST AIRLINES, INC. Over its Interna¬ 
tional and Domestic Routes 

Dockets 2539 & 3211 

PETITION OF NORTHWEST AIRLINES, INC. 

FOR TEMPORARY RATES 

Northwest Airlines, Inc. (Northwest) hereby petitions 
the Civil Aeronautics Board for immediate fixing of tem¬ 
porary rates covering its entire system and states as fol¬ 
lows: 

1. That by letter dated December 15, 1950 the Board’s 
staff advised Northwest that Dockets No. 2539 & 3211 
would be processed by means of the informal Mail Rate 
Conference Procedure (Sec. 302.19 of the Board’s Pro¬ 
cedural Regulations). 

2. That conferences have been held over the past few T 
weeks between members of the Board’s staff and repre¬ 
sentatives of Northwest, and agreements have been reached 
in accordance with the Board’s procedures. 

3. That is appears that the formal necessary procedural 
steps, looking toward the fixing of permanent rates, will 
require a substantial period of time. 

4. That Northwest is in need of immediate financial 
relief. 

WHEREFORE, Northwest requests the immediate fixing 
of temporary rates for both its International and Domestic 
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routes, such rates to be consistent with the agreements 
reached at the conference. 

Respectfully submitted, 

/s/ C. Edward Leasure 

C. Edward Leasure, Attorney 
Northwest Airlines, Inc. 

* • • * 


Orders 

Serial Number E-5244 

UNITED STATES OF AMERICA 
CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 

Adopted by the Civil Aeronautics Board 
at its office in Washington, D. C. 
on the 28th day of March, 1951. 

In the matter of the compensation for the transportation 
of mail by aircraft, the facilities used and useful 
therefor, and the services connected therewith, of 

NORTHWEST AIRLINES, INC. in its trans-Paciffc 
operations. 

Docket No. 2539 et al. 

Order To Show Cause 

Northwest Ailrines, Inc., (Northwest), having filed with 
the Board petitions for the establishment of final mail 
rates for both its domestic and international operations, 
applicable to various past and future periods; 

An informal mail rate conference having been held with 
Northwest pursuant to section 302.19 of the Procedural 
Regulations in connection with said petitions; 
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As the result of such conference there will be issued in 
due course Statements of Tentative Findings and Conclu¬ 
sions and accompanying show cause orders proposing final 
mail rates for Northwest’s international operations for the 
period September 26, 1946-December 31, 1950, inclusive, 
and for the domestic operations for the period December 
8, 1947-December 31, 1950, inclusive; 

Northwest having on March 16, 1951, filed a petition 
with the Board requesting the immediate fixing of tem¬ 
porary rates covering its entire system on the ground that 
it is in need of immediate financial relief; 

The Board finding that: 

1. In response to said petition there is being issued 
concurrently herewith a show cause order proposing an 
increase in the temporary mail pay heretofore established 
for Northwest’s domestic operations for the period De¬ 
cember 8, 1947-December 31, 1950, inclusive, in the amount 
of $4,702,692; 

180 2. The issuance of said temporary rate order is 

required because it appears that Northwest’s cur¬ 
rent financial condition is critical and it is not possible to 
process a final mail rate order in time to alleviate such 
condition; 

3. On the basis of data submitted and analyses made 
in the course of the informal mail rate conference it is 
apparent that Northwest has received mail compensation 
under the temporary rate orders applicable to its interna¬ 
tional operations which is in excess of the amount to be 
prescribed as a final rate for such operations; 

4. That the final rate for Northwest’s international 
operations cannot be processed until a date later than the 
effective date of the temporary rate order issued concur¬ 
rently herewith for domestic operations; 
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5. Nevertheless the additional temporary mail pay pro¬ 
vided by the order issued concurrently herewith for North¬ 
west’s domestic operations will be excessive when related to 
Northwest’s international and domestic operations taken 
as a whole unless temporary rates are established simul¬ 
taneously for its international operations for the period 
September 26, 1946-December 31, 1950, inclusive, at the 
level at which final rates for such operations may reason¬ 
ably be anticipated to be fixed on the basis of the analyses 
made during the informal mail rate conference; 

6. In view of the presently unsettled conditions on the 
carrier’s domestic operations which may affect its trans¬ 
pacific operations, it is not feasible at this time to estab¬ 
lish final rates for the trans-Pacific operations for the 
period on and after January 1,1951; 

7. It may reasonably be anticipated that the temporary 
rates proposed herein for the period on and after January 
1, 1951, will more nearly approximate the level of fair and 
reasonable final rates than will the currently effective tem¬ 
porary rates; 

S. Pending the determination in this proceeding of the 
volume of capacity required in the interests of commerce, 
the Postal Service and national defense, the base volume 
proposed below is deemed reasonable for the limited pur¬ 
pose of establishing temporary rates herein; 

9. The fair and reasonable temporary rates to be paid 
Northwest for the transportation of mail by aircraft, the 
facilities used and useful therefor and the services con¬ 
nected therewith in Northwest’s overseas and foreign oper¬ 
ations between the points between which Northwest by its 
certificates of public convenience and necessity is 
181 presently, or hereafter may be, authorized to trans¬ 
port mail are as follows; 
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A. For the period September 26, 1946 to December 31, 
1950, inclusive, the sum of $14,869,000. 1 

B. For the period on and after January 1, 1951: 

For each calendar month an effective rate per designated 
mile flown obtained by dividing by the designated miles 
flown during the month the product of 1.874 cents times 
the lower of 16,900,000 or the standard available seat miles 
flown in scheduled passenger service during the month. 

The available seat miles flown in scheduled passenger 
service during the month shall be computed by multiplying 
the scheduled mileage flown in passenger service during 
the month with each aircraft type by the standard avail¬ 
able seats for that type as specified below: 


1 For administrative purposes, the breakdown of mail compensa¬ 


tion by periods is as follows: 

Sept. 26, 1946 - December 31, 1946 $ 51,000 

January 1, 1947-June 30, 1947 1,442,077 

July 1, 1947 - December 31, 1947 1,465,923 

January 1, 1948-June 30, 1948 1,605,284 

July 1, 1948 - December 31, 1948 1,622,716 

January 1, 1949-June 30, 1949 2,090,714 

July 1, 1949 - December 31, 1949 2,125,286 

January 1, 1950-June 30, 1950 2,214,689 

July 1, 1950 - December 31, 1950 2,251,311 


Total $14,869,000 

According to the carrier, under the previous temporary rate orders 
it has received for such operations, including operations during the 
period September 1, 1946 - September 25, 1946, temporary mail pay 
in the total amount of $17,999,344. Since the carrier’s mail rate 
petition was not filed until September 26, 1946, the revocation of so 
much of the prior orders as applicable to the first 25 days of Sep¬ 
tember 1946 and the finalization of the instant order will result in 
there being due from the carrier to the Government the sum of 
$3,130,344. The method of repayment of that amount, whether by 
off-set against domestic mail pay owing to the carrier or other¬ 
wise, is a matter for the Postmaster General and the carrier. 


Seats 


Aircraft Type 

Douglas DC-3 21 

Martin 202 40 

Convair 240 40 

Douglas DC-4 40 

Lockheed Constellation 43 

Douglas DC-6 43 

Boeing Stratocruiser 61 


182 The aforesaid rates per airplane mile shall be 
applied to, and the designated mileage flown shall 
be computed on, the direct airport-to-airport mileage be¬ 
tween points served for the carriage of mail on each trip 
flown on a schedule designated or ordered to be established 
by the Postmaster General for the carriage of mail, and 
the scheduled mileage flown shall be computed on the 
direct airport-to-airport mileage between points actually 
served on each trip flown in scheduled passenger service 
including all trips operated as extra sections thereto. 

The compensation provided above shall be inclusive of, 
and not in addition to, the mail compensation heretofore 
received by the carrier for the transportation of mail on 
and after September 26, 1946. 

IT IS ORDERED, That Northwest be, and it is, directed 
to show cause why the Board should not fix, determine and 
publish the aforesaid rates as the fair and reasonable tem¬ 
porary rates of compensation to be paid Northwest on 
and after September 26, 1946 for the transportation of 
mail by aircraft, the facilities used and useful therefor, 
and the services connected therewith in Northwest’s over¬ 
seas and foreign operations, between the points between 
which Northwest is presently, or hereafter may be, au¬ 
thorized to carry mail by its certificates of public con¬ 
venience and necessity pending the establishment of the 
final rates in this proceeding, or until further order of 
the Board; 
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IT IS FURTHER ORDERED, That all further proced¬ 
ure herein with reference to the aforesaid temporary rates 
shall be in accordance with Section 302.13 of the Procedu¬ 
ral Regulations and that any notice, as provided for in 
paragraph (c)(1) of said Section 302.13, that there exists 
any objection to the temporary rates proposed herein shall 
be filed with the Civil Aeronautics Board within seven days 
after the date of service of this Order, and if notice is 
filed as aforesaid, written answer and any supporting doc¬ 
uments, as provided for in paragraphs (c)(1) and (c)(2) 
of said Section 302.13 shall be filed with the Board within 
thirty days after the date of service of this Order; 

IT IS FURTHER ORDERED, That this proceeding re¬ 
main open pending entry of an order fixing a final rate 
retroactive to such time as the Board may determine which 
final rate may be higher or lower than the temporary 
rates fixed herein; 

IT IS FURTHER ORDERED, That a copy of this 
order be served upon Northwest Airlines, Inc. 

By the Civil Aeronautics Board: 

/s/ M. C. Mulligan 
/s/ M. C. Mulligan 
Secretary 

• • t • 


(SEAL) 
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187 Before the 

CIVIL AERONAUTICS BOARD 
Washington, D. C. 

In the matter of the compensation for the transportation 
of mail by aircraft, the facilities used and useful there¬ 
for, and the services connected therewith, of NORTH¬ 
WEST AIRLINES, INC. in its trans-Pacific operation. 

Docket No. 2539, et at. 

Petition of Air Transport Associates , Inc. for 
Leave to Intervene 

1. Air Transport Associates, Inc. (hereinafter called 
“Air Transport”), a corporation duly organized and 
existing under the laws of the State of Washington, is a 
large irregular air carrier now and since July 1948 has 
been engaged in overseas air transportation between the 
State of Washington and the Territory of Alaska, having 
been duly authorized by reason of letter of registration 
issued by the Civil Aeronautics Board to transport pas¬ 
sengers and cargo; but it neither transports mail nor re¬ 
ceives subsidy of any kind from the Federal Government 
for use in its operations. 

2. Northwest Airlines, Inc. (hereinafter called “North¬ 
west”), is a certificated air carrier receiving from the 
United States Treasury for use in its operations mail pay 
subsidy for transporting mail over this same route. 

3. The issues involved in the order of this Board de¬ 
scribed in the caption hereof (hereinafter called “the 
Order”) as relating to passenger and cargo operations and 
the extent to which such passenger and cargo operations 
should be underwritten with “need” mail pay are a matter 
in which Air Transport has a “substantial interest” within 
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the meaning of section 1006(a) of the Civil Aeronautics 
Act, as amended (52 Stat. 1024, 49 U.S.C. 646a) and within 
the purview of the Board’s Economic Regulations, since 
the Board’s determination in this case will materially affect 
the substantial interest of Air Transport, and if the pro¬ 
posed grant of $14,869,000 is made to Northwest its effect 
will be most destructive to the financial interests of Air 
Transport. 

188 4. Notwithstanding its losses due to uneconomi¬ 

cal and inefficient management, Northwest for the 
past several years (at least through November 1,1950) has 
been paying to its preferred stockholders, dividends of 
4.6% on its 384,840 shares of Preferred stock. This pay¬ 
ment of dividends has only been possible because it has 
been receiving subsidy mail pay, based upon temporary 
mail rates. The payment of these dividends, despite losses 
does not show “honest” management within the meaning 
of Title 49 U.S.C. 486(b) but clearly indicates the con¬ 
trary as this conduct of Northwest in reality amounts to 
a diversion of the taxpayers’ money that is used for mail 
subsidy. The losses Northwest has suffered demonstrate 
a lack of “efficient management” as that term is used in 
the above quoted law, the only authorization for the pay¬ 
ment of mail subsidies. Air Transport desires to be made 
a party to this proceeding for the purpose of demonstrating 
the foregoing as well as showing that the mail subsidy 
obtained by Northwest as proposed here will permit North¬ 
west to continue its destructive competitive practice of 
transporting passengers and cargo below its actual cost 
of operations from which Air Transport suffers, all as 
more fully appears in the Objections of Air Transport filed 
simultaneously with this Petition, to which reference is 
made, and which is asked to be considered as a part hereof. 

5. Air Transport therefore respectfully requests the 
Board for permission to intervene in respect to the above 
matter and to participate in the temporary and final mail 
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rate determination in the issues presented in this case as 
relate to passenger and cargo operations and the extent 
to which such passenger and cargo operations should be 
underwritten with “need” mail pay. The determination of 
the Board with respect to the temporary and final mail 
rate determination will be reflected upon the passenger 
and cargo operations of Air Transport 

6. There is precedent for the granting of this petition 
for leave to intervene as this has been permitted in similar 
cases. See in this connection Order Serial No. E-2717 
in which Slick Airways, Inc., was permitted to intervene 

in Docket No. 2849, and No. E^-275 which permitted 
189 Flying Tiger Line, Inc., to intervene in the same 
mail rate proceeding, Docket No. 2849. See also 
Orders No. E-2730 and No. E-2733. 

7. The Board’s ultimate decision in this case will ma¬ 
terially affect the business of Air Transport and if per¬ 
mitted to file an answer with exhibits in this matter and 
to appear before the Board at the time of hearing, it is 
believed that Air Transport can assist the Board in reach¬ 
ing a decision in this matter which will be fair and just 
in accordance with the law. This intervention will not 
unduly broaden the fundamental issues here involved nor 
delay the issuance of a just and fair rate order in accord¬ 
ance with the requirements of law. 

Respectfully submitted, 

AIR TRANSPORT ASSOCIATES, INC. 

By /s/ Amos E. Heacock 

Amos E. Heacock, President 

/s/ Warren E. Miller 

Warren E. Miller, Attorney 
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Certificate of Service 

I hereby certify that I have this day served the fore¬ 
going petition upon all counsel who appear of record in 
this proceeding by mailing to each of them a copy thereof, 
properly addressed, postage prepaid. 

Dated this 4th day of April, 1951. 

/s/ Warren E. Miller 

Warren E. Miller, Attorney 

190 Before the 

CIVIL AERONAUTICS BOARD 
Washington, D. C. 

In the matter of the compensation for the transportation 
of mail by aircraft, the facilities used and useful there¬ 
for, and the services connected therewith of NORTH¬ 
WEST AIRLINES, INC. over its routes within the 
continental United States insofar as authorized under 
certificates, for interstate air transportation and over 
its routes between the United States and terminal 
points in Canada. 

Docket No. 3211 

Petition of Air Transport Associates, Inc. for 
Leave To Intervene 

1. Air Transport Associates, Inc. (hereinafter called 
“Air Transport”)? a corporation duly organized and exist¬ 
ing under the laws of the State of Washington, is a large 
irregular air carrier now and since July 1948 has been 
engaged in overseas air transportation between the State 
of Washington and the Territory of Alaska, having been 
duly authorized by reason of letter of registration issued 
by the Civil Aeronautics Board to transport passengers 
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and cargo; but it neither transports mail nor receives sub¬ 
sidy of any kind from the Federal Government for use in 
its operations. 

2. Northwest Airlines, Inc. (hereinafter called “North¬ 
west”), is a certificated air carrier receiving from the 
United States Treasury for use in its operations mail pay 
subsidy for transporting mail over this same route. 

3. The issues involved in the order of this Board de¬ 
scribed in the caption hereof (hereinafter called “the 
Order”) as relating to passenger and cargo operations and 
the extent to which such passenger and cargo operations 
should be underwritten with “need” mail pay are a matter 
in which Air Transport has a “substantial interest” within 
the meaning of section 1006(a) of the Civil Aeronautics 

Act, as amended (52 Stat. 1024, 49 U.S.C. 646a) and 
191 within the purview of the Board’s Economic Regu¬ 
lations, since the Board’s determination in this case 
will materially affect the substantial interest of Air Trans¬ 
port, and if the proposed grant of $4,702,692 is made to 
Northwest its effect will be most destructive to the financial 
interest of Air Transport 

4. Notwithstanding its losses due to uneconomical and 
inefficient management, Northwest for the past several 
years (at least through November 1,1950) has been paying 
to its preferred stockholders, dividends of 4.6% on its 
384,840 shares of Preferred stock. This payment of divi¬ 
dends has only been possible because it has been receiving 
subsidy mail pay, based upon temporary mail rates. The 
payment of these devidends, despite losses does not show 
“honest” management within the meaning of Title 49 
U.S.C. 486(b) but clearly indicates the contrary as this 
conduct of Northwest in reality amounts to a diversion of 
the taxpayers’ money that is used for mail subsidy. The 
losses Northwest has suffered demonstrate a lack of “ef¬ 
ficient management” as that term is used in the above 
quoted law, the only authorization for the payment of 
mail subsidies. Air Transport desires to be made a party 
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to this proceeding for the purpose of demonstrating the 
foregoing as well as showing that the mail subsidy obtained 
by Northwest as proposed here will permit Northwest to 
continue its destructive competitive practice of transport¬ 
ing passengers and cargo below its actual cost of opera¬ 
tions from which Air Transport suffers, all as more fully 
appears in the Objections of Air Transport filed simul¬ 
taneously with this Petition, to which reference is made, 
and which is asked to be considered as a part hereof. 

5. Air Transport therefore respectfully requests the 
Board for permission to intervene in respect to the above 
matter and to participate in the temporary and final mail 
rate determination in the issues presented in this case as 
relate to passenger and cargo operations and the extent to 
which such passenger and cargo operations should be under¬ 
written with “need” mail pay. The determination of the 
Board with respect to the temporary and final mail rate 
determination will be reflected upon the passenger and 
cargo operations of Air Transport. 

192 6. There is precedent for the granting of this 

petition for leave to intervene as this has been per¬ 
mitted in similar cases. See in this connection Order Serial 
No. E-2717 in which Slick Airways, Inc., was permitted 
to intervene in Docket No. 2849, and No. E-4275 which per¬ 
mitted Flying Tiger Line, Inc., to intervene in the same 
mail rate proceeding, Docket No. 2849. See also Orders 
No. E-2730 and No. E-2733. 

7. The Board’s ultimate decision in this case will ma¬ 
terially affect the business of Air Transport and if per¬ 
mitted to file an answer with exhibits in this matter and 
to appear before the Board at the time of hearing, it is 
believed that Air Transport can assist the Board in reach¬ 
ing a decision in this matter which will be fair and just 
in accordance with the law. This intervention will not 
unduly broaden the fundamental issues here involved nor 
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delay the issuance of a just and fair rate order in accord¬ 
ance with the requirements of law. 

Respectfully submitted, 

AIR TRANSPORT ASSOCIATES, INC. 

By /s/ Amos E. Heacock 

Amos E. Heacock, President 

/s/ Warren E. Miller 

Warren E. Miller, Attorney 

• • • • 

194 Before the 

CIVIL AERONAUTICS BOARD 
Washington, D. C. 

In the matter of the compensation for the transportation 
of mail by aircraft, the facilities used and useful there¬ 
for, and the services connected therewith, of NORTH- 
WEST AIRLINES, INC. in its trans-Pacific opera- j 
tions. 

Docket No. 2539, et al. 

i 

Objection of Air Transport Associates, Inc., To Rates 
Proposed in Civil Aeronautics Board Order Serial 
No. E-5244, Docket No. 2539, et al. 

1. Air Transport Associates, Inc. (hereinafter called 
“ Air Transport”)* a corporation duly organized and exist¬ 
ing under the laws of the State of Washington, is a large 
irregular air carrier now and since July 194S has been en¬ 
gaged in overseas air transportation between the State 
of Washington and the Territory of Alaska, having been 
duly authorized by reason of letter of registration issued 
by the Civil Aeronautics Board to transport passengers 
and cargo; but it neither transports mail nor receives 

i 
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subsidy of any kind from the Federal Government for use 
in its operations. 

2. Northwest Airlines, Inc. (hereinafter called “North¬ 
west”), is a certificated air carrier receiving from the 
United States Treasury for use in its operations mail pay 
subsidy for transporting mail over this same route. 

3. The issues involved in the order of this Board de¬ 
scribed in the caption hereof (hereinafter called “the 
Order”) as relating to passenger and cargo operations and 
the extent to which such passenger and cargo operations 
should be underwritten with “need” mail pay are a matter 
in which Air Transport has a “substantial interest” within 
the meaning of section 1006(a) of the Civil Aeronautics 
Act, as amended (52 Stat. 1024, 49 U.S.C. 646 a) and within 
the purview of the Board’s Economic Regulations, since 
the Board’s determination in this case will materially af¬ 
fect the substantial interest of Air Transport, and 

195 if the proposed grant of $14,869,000 is made to 
Northwest its effect will be not only adverse but will 
be most destructive to Air Transport as will be hereinafter 
shown in these objections and in answer and supporting 
documents to be filed herein. 

4. The Order proposes a mail subsidy for the period 
December 8, 1947, to December 31, 1950, inclusive, in the 
amount of $14,869,000. A great part of this mail sub¬ 
sidy, it is respectfully submitted, is not in accordance with, 
but is contrary to and without authority of law for the 
reasons hereinafter set forth and in answer and supporting 
documents to be later filed. 

5. The Order is without factual basis in that the record 
does not show the “need” of Northwest for compensation 
in mail subsidy from the United States 

“• • • for the transportation of mail sufficient to insure 
the performance of such service, and, together with all 
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other revenue of the air carrier, to enable such air carrier 
wider honest, economical, and efficient management, to 
maintain and continue the development of air transporta¬ 
tion to the extent and of the character and quality re¬ 
quired for the commerce of the United States, the Postal 
Service, and the national defense.” (Underscoring sup¬ 
plied.) Title 49 U.S.C. 486(b) 

6. The petition of Northwest in seeking to induce the 
Civil Aeronautics Board to enter this order is contrary 
to the provisions of section 404(b) of the Civil Aeronautics 
Act, as amended (49 U.S.C. 484) in that it will grant undue 
and unreasonable preference to Northwest and serve to 
subject Air Transport to unjust discrimination and undue 
and unreasonable disadvantage because it will permit 
Northwest to use this subsidy money to continue its present 
practice of transporting freight and passengers below 
cost, making up its deficit from the $14,869,000 mail sub¬ 
sidy and carrying passengers and cargo over the same route 
served by Air Transport at rates less than actual cost of 
operation. 

7. Even though the Board determines that Northwest 
Airlines has “the need” for compensation in the form of 
this mail subsidy, in truth and in fact this need is not 
“to enable such carrier under honest, economical, and 
efficient management” to maintain and continue the de¬ 
velopment of air transportation as prescribed by Title 49 

U.S.C. 486b. This. This, for the reason that the 
196 management of Northwest in the past has not been 

conducted in the manner required by Title 49 U.S.C. 
486b and as no showing has been made that this $14,869,000 
will be so used, it is apparent that its past uneconomical 
and inefficient management will continue. 

8. This $14,869,000, if granted as proposed by the 
Board in the Order to Northwest will 
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(1) aggrieve and adversely affect the substantial in¬ 
terest of Air Transport because this money will be used 
to defray its uneconomical, wasteful, extravagant, and 
faulty management and thus make illegal the proposed 
authorization of this subsidy allowance to which Air Trans¬ 
port objects; 

(2) this money will enable Northwest to replace its 
losses incurred by carrying cargo and passengers at less 
than its cost, which amounts to unfair competition with 
Air Transport. 

The proposed order is contrary to law in that it, in 
effect, indemnifies Northwest against loss and seeks to 
insure a profitable operation of its business. It was 
neither the purpose nor the intention of Congress that 
Title 49 U.S.C. 486b authorizes the Board to fix “fair and 
reasonable rates’ 7 to indemnify an air carrier against loss 
and guarantee any return whatsoever upon their invest¬ 
ment or to underwrite a profitable operation of the car¬ 
rier’s business. (Capital Airlines v. CAB, 171 Fed. 2d 339, 
cert, den., 69 S. Ct. 890, 336 U. S. 961, 93 L. Ed. 1113.) 

9. Over the period covered by the order for which this 
$14,869,000 is being paid Northwest, said certificated car¬ 
rier used mail payments received from the United States 
Treasury to subsidize uneconomical carriage operations of 
passengers and cargo, providing rates therefor at lower 
than actual cost of operation, thereby creating an unfair 
competitive position with Air Transport which has been 
thereby greatly damaged and its financial position greatly 
impaired. If this $14,869,000 mail subsidy pay is given 
Northwest as proposed by this order, the stamp 
197 of approval will thereby be given to the unrealistic 
and uneconomical operation and rates heretofore 
charged by Northwest and will be contrary to law, to wit, 
the provision of Title 49 U.S.C. 486b which requires as a 
precedent to the awarding of this mail pay subsidy “honest, 
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economical, and efficient management” which did not exist 
with respect to the operations of Northwest over this period 
of time. The use of mail pay grants from the United 
States Treasury as a subsidy for the passenger and freight 
operations of Northwest over the period of time covered 
by the Order resulted in their unrealistic and uneconomic 
rate structure as contrasted with the legal requirements of 
law for “honest, economical, and efficient management” 
Over this period Northwest charged less than actual cost 
for the carriage of passengers and freight which they have 
only been able to do by draining the United States Treas¬ 
ury of the taxpayers’ money by the use of air mail sub¬ 
sidy in their wasteful, extravagant, unnecessary and finan¬ 
cially unwise operations and in the conduct of their busi¬ 
ness affairs in imprudent and uneconomical management 
to the financial loss of Air Transport caused by this de¬ 
structive competition which is only possible by use of air 
mail subsidy. 

10. The Board did not apply the proper criterion in 
reaching its conclusion as to the granting of this $14,869,- 
000 mail subsidy to Northwest. The proposed order is 
erroneous as a matter of law because of the lack of evi¬ 
dence and essential finding required to support it. Florida 
v. United States , 282 U.S. 194, 75 L. Ed. 291. Its erroneous 
statutory construction is not supported by evidence or any 
finding of the Board and if the Order stands Air Trans¬ 
port will suffer through the operation of this illegal Order. 

11. The attached chart, Exhibit I hereto, which is by 
reference made a part hereof, shows that Northwest Air¬ 
lines’ freight tariff of 15^ per pound and its tourist pas¬ 
senger tariff of 35< per pound between Seattle, Washing¬ 
ton and Anchorage, Alaska, are insufficient to provide a 
profit. This is indicated by the bar under costs which 
shows that Northwest’s costs are 47.5per pound. Thus, 
only Northwest’s first class passenger fare of 50^ per 
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pound ($100 Seattle-Anchorage) is sufficient to return cost 
of operation to Northwest. 

198 Under revenues (Exhibit I), the bar for North¬ 
west indicates that Northwest’s total revenues are 
62.40^ per pound. However, 26.33^ of this amount is mail 
pay. Air Transport contends that this mail pay, represent¬ 
ing a temporary mail rate awarded, is very much more 
than is necessary under honest, economical and efficient 
management to assure the continuance of Northwest Air¬ 
lines ’ service. Air Transport contends that the overwhelm¬ 
ing proportion of this airmail pay is not compensatory. 
Unnecessary subsidy is included to sustain Northwest’s 
losses incurred by quoting freight rates of 15^ per pound 
and passenger rates of 35^ per pound to destroy non- 
subsidized competition provided by Air Transport and 
other large irregular air carriers operating to Anchorage. 
While Northwest shows this 26.33? subsidy for each pound 
transported on its Alaskan and North Pacific routes as 
legitimate revenue, the greater part of it is not legitimate 
revenue but in fact is an unnecessary loss to the United 
States taxpayers. It is evident from the chart that if 
Northwest had so conducted its management as to trans¬ 
port only the first class passenger service for which its 
operation was designed, these losses would not have been 
incurred. Only by transporting quantities of below-cost 
freight and below-cost “tourist” passenger traffic to 
duplicate the services of non-subsidized carriers did North¬ 
west incur these losses. 

While it may be contended by Northwest that the figures 
here shown are for its entire Alaska-Orient operations and 
are therefore not truly indicative of its costs on the Alaska 
segment of its Orient operations, nevertheless, these are 
the only figures available in public files of the Civil Aero¬ 
nautics Board. Therefore it behooves Northwest if it 
cares to challenge these figures to produce its costs records 
for the Seattle-Anchorage segment of its Orient operation. 
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As Northwest has approximately four times as many trips 
to Anchorage as to the Orient, separate determination of 
its Seattle-Anchorage route cost figures, it is contended on 
information and belief, will not be sufficiently lower than 
these figures to establish that Northwest can conduct a | 
profitable business operation in freight and tourist pas¬ 
senger service- 

199 In summary, the chart indicates that Northwest’s 

costs per pound to Anchorage are 47.56^; its | 
prices for service to Anchorage are 15^ per pound for 
freight, 35£ per pound for tourist passangers, and 50<* 
per pound for first class passengers. Therefore, only j 
the first class passenger operation is self-sustaining and, j 
under honest, economical and efficient management, only j 
the continuance of this service is justified. 

Northwest’s revenues from other than mail are only | 
36.07^ per pound. Its revenues from mail are 26.33^, j 
making a total of 62.40^ total revenues. It is apparent* 
therefore, that the high mail pay requirements of North- ; 
west are due principally to its unwise, uneconomical and | 
inefficient management in conducting freight operations j 
at 15£ per pound and tourist operations at 35^ per 
pound. On the other hand, it is likewise dear that if 
Northwest eliminated these below cost operations, concen¬ 
trating entirely on first class passenger operations and 
mail service, its losses, which are reimbursed by mail pay ; j 
could be reduced even to the point of being eliminated | 
entirely. 

12. In addition the chart, Exhibit I hereto, shows that 
the profits on operations conducted pursuant to mail pay j 
subsidy have been unduly great to Northwest with an j 
undue cost to the taxpayer. This is indicated by the j 
dotted lines running from costs to revenues on the bar j 
chart (Exhibit I). Thus, Northwest’s costs are 47.56^ I 
per pound whereas their total revenues established by I 


I 
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mail pay amount to 62.40^ or a profit of 14.84£ per 
pound. This represents an unreasonable profit on turn¬ 
over. Since it is gained on each plane load, profits ac¬ 
cumulate all out of proportion to the obligation of the 
Government to provide mail pay to insure that profit. 

Compared with the 1.18 cent profit of Air Transport, 
for instance, it is a huge increment and entirely attribut¬ 
able to the large mail pay of 26.33^ per pound. It is 
even very large in proportion to the turnover profit 
achieved by Pan American which is shown to be the dif¬ 
ference between Pan American’s costs of 42.49^ per 
pound and Pan American’s revenues of 45.19^. In spite 
of the fact that the turnover profit of Pan American is 
less than 2.70£ per pound Pan American’s mail pay sub¬ 
sidy from the U. S. Treasury is less than half of the 
per pound mail pay subsidy awarded Northwest. 
200 It is evident, therefore, that Northwest is being 
rewarded by its mail pay requirements to the 
extent of over twice as much as Pan American when its 
mail pay is compared with that awarded Pan American. 
The effect of such a reward is to encourage wasteful, 
extravagant, and unwise operations. As in cost-plus con¬ 
tracts the greater the uneconomical operation the greater 
the profit from mail pay. It is manifest that it is con¬ 
trary to the public interest to deliberately encourage un¬ 
economical operation by awards higher than that for 
more economical scheduled (Pan American) operation and 
for non-subsidized (Air Transport) operations. 

Such encouragement of unwise, uneconomical, and in¬ 
efficient operations is not in the public interest. It is 
contended, therefore, that the award of $14,869,000 is 
greatly in excess of that required under “honest, economi¬ 
cal, and efficient management” to serve the needs of the 
commerce and the national defense. 
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13. Northwest, according to Standard & Poor’s Cor¬ 
poration records (p. 6283), paid dividends of 4.6% on 
its preferred stock, amounting to $.28% per quarter from 
August 1, 1947 to February 1, 1950; no dividends from 
2/1/50 until 11/1/50 when $.86% was paid, clearing all 
dividends in arrears. 

Standard & Poor’s Standard List of Stock Reports of 
Friday, December 29, 1950 (Vol. 17, No. 249) shows 
Northwest has 384,845 shares, par value $25. Consider¬ 
ing the entire matter now before the Board, it is ap¬ 
parent that these dividends were paid from mail subsidy 
paid on the basis of temporary mail rates. This money 
paid by the Government is in effect for all intents and 
purposes under the circumstances merely trust funds of 
the United States. Northwest is therefore paying divi¬ 
dends to its preferred stockholders from this mail sub¬ 
sidy notwithstanding its losses due to its past uneconomi¬ 
cal and inefficient management. To this Air Transport 
objects. There is no assurance that Northwest’s manage¬ 
ment in the future will be economical and efficient. 

It is respectfully urged that the payment of these divi¬ 
dends from temporary mail pay subsidy in itself not only 
does not show “honest” management but clearly indicates 
the contrary. 

201 This record of Northwest’s dividend payments 
speaks for itself. To grant this present order will 
be tantamount to the Board’s placing its stamp of ap¬ 
proval upon the established practice of Northwest, which 
has continued over the years, when it was paying divi¬ 
dends upon its preferred stock of 4.6% over a period of 
time when it was not making a profit and which it could 
not have done were it not for its temporary mail sub¬ 
sidies because without its temporary mail pay it would 
not have had the money available to pay such dividends 
Therefore, Air Transport contends that regardless of the 
labeling of this mail pay award as “temporary” or 
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“final”, snch award makes possible illegal diversion of 
trust funds to dividends and continues to damage Air 
Transport by encouragement and making possible such 
illegal damaging operations. 

It follows therefore that because of the foregoing ac¬ 
tion of Northwest in paying dividends from its mail pay 
subsidy its management has not been “honest” within 
the meaning of Title 49 U. S. C. 486b, and therefore the 
allowance of such pay is contrary to law in that it does 
not meet the following requirements of this section: 

“• * * In determining the rate in each case, the Board 
shall take into consideration, among other factors, the 
condition that such air carriers may hold and operate 
under certificates authorizing the carriage of mail only 
by providing necessary and adequate facilities and serv¬ 
ice for the transportation of mail; such standards re¬ 
specting the character and quality of service to be ren¬ 
dered by air carriers as may be prescribed by or pur 
suant to law; and the need of each such air carrier for 
compensation for the transportation of mail sufficient to 
insure the performance of such service, and, together with 
all other revenue of the air carrier, to enable such air 
carrier under honest , economical, and efficient manage¬ 
ment, to maintain and continue the development of air 
transportation to the extent and of the character and 
quality required for the commerce of the United States, 
the Postal Service, and the national defense.” (Italics 
supplied.) 

Furthermore, Northwest’s past actions in declaring and 
paying dividends on its preferred stock as set forth above 
during a period of time when it has a $12,000,000 loan 
participation by the Reconstruction Finance Corporation 
is most inappropriate and should not be encouraged by 
this award of mail pay. 
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14. In addition to considering the propriety and le¬ 
gality of declaring and paying dividends before final mail 
pay rates are established, there remains the fact that 
Northwest’s indebtedness of $12,000,000 to the U. S. | 

Government is the amount of the loan participation j 
202 of the Reconstruction Finance Corporation to i 
Northwest for purchase of Stratocruisers. It is 
respectfully submitted that the purchase of these Strato¬ 
cruisers reflected unwise, uneconomical, and inefficient 
management because the load factor on Pacific service j 
was insufficient to justify the employment of this larger j 
and more modern aircraft. 

15. Undoubtedly the loan of $12,000,000 granted by the | 
Reconstruction Finance Corporation was contingent upon | 
its approval by the Civil Aeronautics Board. However, j 
irrespective of what guarantee was made by the Civil j 
Aeronautics Board to Reconstruction Finance Corpora- j 
tion as to repayment of the loan, mail pay subsidy should | 
not be based either in whole or in part upon the fact of 
this Reconstruction Finance Corporation loan. Surely it 
is not worth the price for the Government to pay off this j 
loan to RFC by illegally and without factual basis au- j 
thorizing the unwarranted payment of this mail pay sub- j 
sidy to Northwest. Air Transport takes the position that 
the amount of mail pay awarded should be determined j 
strictly upon the “need” under honest, economical, and j 
efficient management as prescribed by law and not for the j 
purpose of paying off the RFC loan. 

Respectfully submitted, 

AIR TRANSPORT ASSOCIATES, INC. | 
By /s/ Amos E. Heacock 

Amos E. Heacock, President 
/s/ Warren E. Miller 
Warren E. Miller 
Attorney for Air Transport j 
Associates, Inc. ! 
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Certificate of Service 

I hereby certify that I have this day served the fore¬ 
going Objections upon all counsel who appear of record 
in this proceeding by mailing to each of them a copy 
thereof, properly addressed, postage prepaid. 

Dated this 4th day of April, 1951. 

/s/ Warren E. Miller 
Warren E. Miller 

• • • • 





COMPARATIVE EFFICIENCY 


OF INDEPENDENT AND CERTIFICATED CARRIERS SERVING ALASKA 

EXPRESSED IN CENTS PER REVENUE POUND FOR A DISTANCE OF 1560 MILES (SEATTLE-ANCHORAGE) 
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Computed from revenue ton mile data. ATA data: ATA accounts and statistics, 12 mos. ending Dec. 31,1950. 

i 

PAA and NWA data: os filed with Civil Aeronautics Board, 12 mos. ending June 30, 1950. 
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ATA PAA NWA 


ATA - Air Transport AssociatesTnc, et ai. 
PAA - Pan American Airlines 
NWA- Northwest Airlines 
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Orders 

Serial Number E-5265 

215 UNITED STATES OF AMERICA 

CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 

Served: 

Adopted by the Civil Aeronautics Board at its office in 
Washington, D. C. on the 9th day of April, 1951. 

In the matter of the compensation for the transportation 
of mail by aircraft, the facilities used and useful 
therefor, and the services connected therewith, of 

NORTHWEST AIRLINES, INC. 

over its routes within the continental United States inso¬ 
far as authorized under certificates for interstate air 
transportation and over its routes between the United 
States and terminal points in Canada. 

Docket No. 3211 

In the matter of the compensation for the transportation 
of mail by aircraft, the facilities used and useful 
therefor, and the services connected therewith, of 

NORTHWEST AIRLINES, INC. 
in its trans-Pacific operations. 

Docket No. 2539 et al . 

Opinion and Order on Petitions for Intervention 

On April 4, 1951, Air Transport Associates, Inc. (here¬ 
inafter called “Air Transport”), a registered large ir¬ 
regular air carrier under the provisions of Part 291 of 
the Economic Regulations, filed a petition to intervene in 
each of the above-captioned proceedings which involve the 
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fixing of both temporary and final mail rates for the in¬ 
terstate, overseas and foreign operations of Northwest 
Airlines, Inc. (hereinafter called “Northwest”). 
216 The immediate occasion that gave rise to the filing 
of the petitions to intervene was the issuance by 
the Board, on March 28, 1951, of orders to show cause 
why the temporary rates proposed therein should not be 
established, pending the determination of final rates, 1 
such temporary rates being expressly subject to retroac¬ 
tive adjustment upward or downward at the time the final 
rates are fixed. The petitions for intervention were ac¬ 
companied by Objections to the proposed temporary rates 
which were made a part thereof. 

The allegations and contentions in the petitions to in¬ 
tervene and the Objections in the two proceedings are 
the same, except for the statement of the different 
amounts proposed as temporary compensation in each 
proceeding, and essentially are as follows: 

L That Air Transport is engaged in transporting pas¬ 
sengers and property between the State of Washington 
and the Territory of Alaska, carries no mail, and re¬ 
ceives no subsidy to assist it in its operations; 

2. That Northwest is certificated to carry passengers, 
property and mail over interstate, overseas and foreign 
routes and is entitled to receive mail pay under Section 
406 of the Civil Aeronautics Act sufficient to meet its 
total need under honest, efficient and economical manage¬ 
ment; 

3. That Air Transport and Northwest are in competi¬ 
tion in their passenger and property operations from the 
State of Washington to the Territory of Alaska, and that 
aided by mail pay which it receives on this segment. 
Northwest has charged and is continuing to charge below- 


1 Orders Serial Nos. E-5243 and E-5244. 
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cost and uneconomic rates for transporting passengers 
and property to the prejudice of Air Transport; 

4. That Northwest’s management has been wasteful 
and extravagant in its total operations and that therefore 
the proposed temporary compensation for its entire sys¬ 
tem is not only excessive under the law, but will ad¬ 
versely and seriously affect the interest of Air Transport 
if it is granted in that it will financially strengthen North¬ 
west as a whole and will enable it to engage in ruin¬ 
ous competition on any particular segment of its sys¬ 
tem; 

_ 1 
217 5. That upon all the allegations above, Air ! 

Transport has a “substantial interest” entitling it 

to intervene in the determination of both temporary and 

final mail rates for Northwest insofar as such mail rates 

support passenger and property operations of Northwest 

over its entire system, and not only that part of the j 

system on which it is in competition with Air Transport- ! 

j 

We have consistently refused to permit intervention in j 
temporary rate proceedings. 2 As in the present case, it j 
is the financial hardship of the carrier and the need for | 
immediate relief that has brought the temporary rate | 
device into use, not only in air transportation but in 
other public utility fields. Time is of the very essence I 
in such proceedings, and if substantial delving into the I 
issues raised in this case were permitted at the hearing, | 
the temporary rate device would lose its purpose. Our 
temporary rates, including those proposed here, are ex- j 
pressly made subject to later retroactive downward or j 
upward adjustment, and the fixing of temporary rates in 
nowise precludes hearing in the final mail rate proceed- j 
ing of any issue going to the determination of the lawful ! 


2 Orders Serial Nos. E-2717, adopted April 14, 1949; E-2730, i 
adopted April 19, 1949; E-2733, adopted April 19, 1949, and E-4275, j 
adopted June 2, 1950. 
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mail rates. Nowhere in the pleadings of Air Transport 
is there anything like a clear showing that it would suf¬ 
fer particular, immediate and irreparable loss as a result 
of the Board’s contemplated action. It is worthy of note 
that the temporary rate proposed for Northwest’s trans¬ 
pacific operations, which include its operations between 
Seattle and Alaska, the only segment where Air Trans¬ 
port alleges it conducts competitive operations, constitutes 
a reduction of over $3,000,000 from the compensation pre¬ 
viously received by Northwest under its temporary rate 
for such operations, and also a substantial reduction in 
the rate for such operations for a future period. Air 
Transport made no attempt to intervene when that higher 
temporary rate was established. We conclude that it 
would not be in the interest of the sound administration 
of the Civil Aeronautics Act to permit intervention by 
Air Transport in the determination of temporary rates 
in either of the two mail rate proceedings. 

A different question is involved with respect to the re¬ 
quests to intervene in the determination of final mail 
rates. We have previously permitted cargo operators 
to intervene in the final mail rate proceedings of certifi¬ 
cated carriers to the extent of their competitive interest. 3 

We were of the opinion there that such interven- 
218 tion would substantially aid the Board in its de¬ 
termination as to what extent, if any, the cargo 
operations of a carrier certificated to transport mail 
should be underwritten with mail pay, and thus lead to 
greater protection of the interests of the non-subsidized 
intervener in the competitive area and foster the sound 
development of air transportation. The interests of such 
interveners rest solely on the fact that they are legally 
authorized competitors and on no other basis, and inter- 


a Order Serial No. E-2717, adopted April 14, 1949. 
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vention may properly be limited to the operations where 
competition with subsidized carriers exists. 4 

Extending these principles to Air Transport, it appears 
that there is a restricted area in which Air Transport 
can lawfully compete with Northwest, namely, to the ex¬ 
tent to which Air Transport engages in the irregular car¬ 
riage of passengers and property between Seattle and 
Alaska as permitted by its Letter of Registration. On 
the basis of Air Transport’s allegations, we find that the 
services with respect to which there is such competition 
with Northwest are passengers and property, the area 
of such competition is between the State of Washington 
and Alaska, the time is from the beginning of operations 
by Air Transport, and that the intervention in the de 
termination of Northwest’s final mail rates should be lim¬ 
ited accordingly. However valuable the contribution by 
an intervener to the facts in a final mail rate proceeding 
outside of its competitive area might be on occasion, we 
must also consider the interests of the carrier whose rates 
are being fixed and the public to have the proceeding con¬ 
cluded within a reasonable time. Rate proceedings are 
time consuming and cumbersome under the best circum¬ 
stances. 

Accordingly, IT IS ORDERED, That: 

1. The petition for intervention of Air Transport 
Associates, Inc., in Docket No. 2539, et al., be and it 
hereby is granted, such intervention, however, to be lim¬ 
ited to the determination of the final mail rates, and then 
only to such issues as relate to passenger and property 
operations from the State of Washington to the Territory 
of Alaska and the extent, if any, to which such passenger 
and cargo operations should be underwritten with “need” 


* Seaboard and Western Airlines, Inc. v. Civil Aeronautics Board, 
181 F. 2d, 515, 518-519 (1949), cert. den. 70 S. Ct. 997. 
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mail pay from the date of the beginning of operations 
of Air Transport Associates, Inc.; to the same extent, the 
Objections are received for filing; 

219 2. The petition for intervention of Air Trans¬ 

port Associates, Inc., in Docket No. 3211 be, and 
it hereby is, denied in its entirety, and its Objections dis¬ 
missed; 


3. To the extent that the petitions for intervention 
in Dockets Nos. 2539 et al., and 3211 are not herein 
granted, they are hereby denied. 


Rentzel, Chairman, Ryan, Lee, Adams, and Gurney, 
Members of the Board, concurred in the above opinion 
and order. 


(SEAL) 


/s/ M. C. Mulligan 
M. C. Mulligan 
Secretary 


• • • • 


221 UNITED STATES OF AMERICA 
CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 


NORTHWEST AIRLINES, INC. 

DOCKET NO. 2539 ET AL. 
AND 

DOCKET NO. 3211 


Notice of Hearing 

In the matter of the compensation for the transporta¬ 
tion of mail by aircraft, the facilities used and useful 
therefor, and the services connected therewith, of North¬ 
west Airlines, Inc., in its trans-Pacific operations (Docket 
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No. 2539 et al.) and over its routes within the continental 
United States insofar as authorized under certificates for 
interstate air transportation and over its routes between 
the United States and terminal points in Canada (Docket 
No. 3211). 

Notice is hereby given, pursuant to the provisions of 
the Civil Aeronautics Act of 1938, as amended, that hear¬ 
ing in the above-entitled proceedings is assigned to be 
held on April 10, 1951, at 10:00 a. m. (eastern standard 
time) in Boom E-210 Temporary Building No. 5, 16th 
Street and Constitution Avenue, N. W., Washington, 
D. C., before Examiner Walter W. Bryan. 

Dated at Washington, D. C., April 5,1951. 

/s/ Francis W. Brown 
Francis W. Brown 
Chief Examiner 

• • • # 

223 The above-entitled matter came on for hearing, 
pursuant to notice, at 10:00 o ’clock a. m. 

Before: Walter W. Bryan, Examiner 

APPEARANCES: 

C. EDWARD LEASURE, 1518 K Street, Northwest, 
Washington, D. C., on behalf of Northwest Airlines, 
Inc., St. Paul, Minnesota. 

224 WARREN E. MILLER, 910 17th Street Northwest, 
Washington, D. C., on behalf of Air Transport Asso¬ 
ciates, Inc., Boeing Airport, Seattle, Washington. 

LAURENCE S. STECK, Public Counsel. 

ROY C. FRANK and FREDERICK E. BATRUS, Office 
of the Solicitor, Post Office Department, on behalf of 
the Postmaster General, Post Office Department, Wash¬ 
ington, D. C. 
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225 Proceedings 

Examiner Bryan. The hearing will please come to 
order. 

The Civil Aeronautics Board has assigned for hearing 
at this time and place the applications of Northwest Air¬ 
lines, Inc., Docket Nos. 2539 et al, and Docket No. 3211. 

This involves the compensation for the transportation 
of mail. 

Docket No. 2539 involves the trans-Pacific operations of 
Northwest and Docket No. 3211 involves the operations 
within the Continental United States. 

This comes before us as a result of show cause orders 
issued in both of the docket numbers referred to, involving 
temporary mail rates. 

We will now have the appearances. 

Public Counsel? 

Mr. Steck: Laurence S. Steck. 

Examiner Bryan: Northwest Airlines, Inc.? 

Mr. Leasure: C. Edward Leasure. 

Examiner Bryan: Post Office Department? 

Mr. Batrus: Rov C. Frank, who is the Solicitor, and 
mvself, Frederick E. Batrus. 

Examiner Bryan. Mr. Miller? 

Mr. Miller: Warren E. Miller, Air Transport Associates, 
Inc. 

Examiner Bryan: Are there any other appearances? 

(There was no response.) 

Examiner Bryan: Public Counsel, you may proceed. 

Mr. Leasure: Mr. Examiner, I think perhaps the rec¬ 
ord should show the provisions under which Mr. 

226 Miller is entering his appearance. I received an 
order this morning in which the Board denied inter¬ 
vention in the temporary mail rate. I simply wanted the 
record to be straight. 

Mr. Miller. The purpose of my entering an appearance, 
Mr. Examiner, is for the purpose of making an offer of 
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proof at this time for the record, in connection with the 
petition for intervention, which was denied, in its so-called 
Temporary Mail Rate. 

At this time, I might offer that formal offer of proof 
on behalf of Air Transport Associates, Inc., which shows 
that if permitted to participate in this hearing, evidence 
would be established as set forth in these sixteen para¬ 
graphs, and accompanying chart of the document, which 
I hand the reporter, and ask to be incorporated verbatim 
as a part of this hearing, which I will not necessarily re¬ 
peat, in order to save the time of the Examiner. 

Mr. Steck. Mr. Examiner, I assume that in light of 
Order Serial Number E-5625, which denies the petition of 
Air Transport Associates to intervene in these proceedings, 
so far as they are concerned with themporarv rates the 
appearance of Mr. Miller comes under 3026(a) of Pro¬ 
cedural Regulations, which states that any person may ap¬ 
pear at any hearing and present any evidence which is 
relevant to the issues. I have no objection to Mr. Millers 
offer of proof being received, but I would point out that 
I do not think that would be deemed evidence in the sense 
that it is used in 3026(a). 

Examiner Bryan. I take it that he recognizes that fact 
and that is the reason he is making it as an offer of 
proof. 

227 Mr. Leasure. I would like to call attention to 
the order, which denied the interventions in the 
Temporary Mail Rate, and point out that even as to 
permanent mail rates, Air Transport Associates, Inc. was 
limited to the competitive service between Alaska and 
Seattle, and for that reason I would like the record to 
show" that I would object to the introduction of any evi¬ 
dence other than that, or to any showing in the domestic 
rate case. 

Examiner Bryan. It will accompany the record as an 
offer of proof, subject to the statements made by counsel. 

Mr. Steck, you may proceed. 
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231 Mr. Steck: I have nothing further. 

Examiner Bryan: We will proceed with the next 

application, which is Docket No. 2539, et al. 

Public Counsel? 

Mr. Steck: I offer for incorporation into the record 
similar waiver and stipulations signed by all the parties 
to this proceeding, dated April 10, 1951, waiving all fur¬ 
ther procedural steps short of final order in this proceed¬ 
ing, Docket Number 2539. 

232 Examiner Bryan: Is there any question in re¬ 
gard to this stipulation? 

If not, it will accompany the record and be made a part 
thereof. 

Mr. Steck: I offer for identification as Public Counsel’s 
Exhibit Number 1, statement of Mr. Lambert Irons, Air 
Transport Examiner, Bureau of Air Operations, Civil 
Aeronautics Board, dated April 10, 1951/^ stating his opin¬ 
ion that the temporary rates proposed' in the Order to 
Show Cause in this proceeding are fair and reasonable 
temporary rates to serve as the basis of payment for the 
transportation of mail on Northwest’s trans-Pacific opera¬ 
tions, pending the establishment of a final rate or rates in 
this proceeding. This statement is subject to the same 
correction as the other one, to wit, in the second line in 
the last paragraph the word “that” should be deleted. 

I move that the statement offered for identification as 
Public Counsel’s Exhibit Number 1 be received as evidence 
of record. 

Examiner Bryan: Is there any question in regard to 
this exhibit? 

Mr. Leasure: I have no questions. 

Mr. Batrus: We have the same question with regard 
to this one, Mr. Examiner. I do not think we will need 
to repeat it. It is in connection with this statement, with 
our position generally in regard to the temporary rate 
in this case. 
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Mr. Steck: I would make the same statement I made 
previously. 

Mr. Leasure: Northwest, in accepting its tempo- 
233 rary rate does not necessarily bind itself as agree¬ 
ing to all these principles and methods. 

I think I should state for the record here that it should 
be noted that Northwest, in this temporary rate, is accept¬ 
ing a very substantial reduction in the amount of mail com¬ 
pensation which had been paid to us under previous tem¬ 
porary rates. 

Examiner Bryan: Are there any further questions? 

(There was no response.) 

Examiner Bryan: It will be received in evidence. 

(Public Counsel’s Exhibit No. 1 in Docket No. 2539 was 
received in evidence.) 

Examiner Bryan: Is there anything further? 

Mi. Steck: I have nothing further. 

Examiner Bryan: If not, I will declare the hearings 
closed and the case will be submitted to the Board. 

However, the proceeding remains open for determination 
of the final rate by the Board. 

(Whereupon, at 10:30 o’clock a, m. the hearing in the 
above-entitled matter was closed.) 
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234 UNITED STATES OF AMERICA 

CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 

In the matter of the compensation for the transportation 
of mail by aircraft, the facilities used and useful there¬ 
for, and the services connected therewith, of NORTH- 
IVEST AIRLINES, INC. in its trans-Pacific opera¬ 
tions. 

Docket No. 2539 et al. 

Waiver <md Stipulations 

Northwest Airlines, Inc., the Postmaster General and 
Public Counsel waive the prehearing conference, all fur¬ 
ther procedural steps subsequent to public hearing and 
consent to immediate entry, without further notice at any 
time after such hearing, of a final order in the above- 
entitled proceeding as proposed in the Order to Show 
Cause (Order Serial No. E-5244 of March 2S, 1951), fixing 
the rates set forth therein as the fair and reasonable tem¬ 
porary rates of compensation to be paid the carrier for 
the transportation of mail by aircraft in its trans-Pacific 
operations. 

It is stipulated that this proceeding remain open pend¬ 
ing entry herein of an order fixing a final rate or rates 
retroactive to such date as the Board may determine, which 
said final rate or rates may be higher or lower than the 
temporary rates fixed herein. 

It is further stipulated that the following documents be 
incorporated into the record of said proceeding: 

1. All required monthly, quarterly, and annual reports 
filed by the carrier with the Board, together with all writ¬ 
ten communications between the Board and the carrier 
with respect to such reports. 
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235 2. All official schedules filed by the carrier with 

the Board. 

3. All forms and reports required by the Post Office 
Department to be filed by the carrier. 

4. The official mileage record of the Board establishing 
the airport-to-airport mileage between all points on the 
carrier’s operations. 

/s/ C. Edward Leasure 

Northwest Airlines, Inc. 

/s/ Frederick E. Batrus 

On behalf of the Postmaster General 

/s/ Laurence S. Steck 
Public Counsel 

April 10,1951. 

• • • • 

242 Before the 

CIVIL AERONAUTICS BOARD 
Washington, D. C. 

In the matter of the compensation for the transportation 
of mail by aircraft, the facilities used and useful 
therefor, and the services connected therewith, of 

NORTHWEST AIRLINES, INC. 
in its trans-Pacific operations. 

Docket No. 2539, et al. 
and 

In the matter of the compensation for the transportation 
of mail by aircraft, the facilities used and useful 
therefor, and the services connected therewith of 


I 
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NORTHWEST AIRLINES, INC. 

over its routes within the continental United States 
insofar as authorized under certificates for inter¬ 
state air transportation and over its routes between 
the United States and terminal points in Canada. 

Docket No. 3211 

Offer of Proof of Air Transport Associates, Inc. to Bates 
Proposed in Civil Aeronautics Boards Orders Serial 
No. E-5243 (Docket No. 3211) and Serial No. E-5244 
(Docket No. 2539, et al)—At Hearing Before Exam¬ 
iner Walter W. Bryan on April 10,1951 

Air Transport Associates, Inc., if permitted to partici¬ 
pate in the hearing mentioned above, would produce evi¬ 
dence to establish the following facts and hereby submits 
its offer of proof as follows: 

(1) No showing has been made of the “need” of North¬ 
west for compensation in mail subsidy from the United 
States 

“• • • for the transportation of mail sufficient to insure 
the performance of such service, and, together with all 
other revenue of the air carrier, to enable such air carrier 
under honesty economical, and efficient mamagememl, to 
maintain and continue the development of air transporta¬ 
tion to the extent and of the character and quality required 
for the commerce of the United States, the Postal Service, 
and the national defense.” (Underscoring supplied.) Title 
49 U.S.C. 486(b) 

243 (2) These Orders of the Civil Aeronautics Board 

mentioned above will grant undue and unreasonable 
preference to Northwest and serve to subject Air Trans¬ 
port to unjust discrimination and undue and unreasonable 
disadvantage because it will permit Northwest to use this 
subsidy money to continue its present practice of transport- 
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ing freight and passengers below cost, making up its deficit 
from the mail subsidy and carrying passengers and cargo 
over the same route served by Air Transport at rates less 
than actual cost of operation. 

(3) There is no need for this subsidy “to enable such 
carrier under honest, economical, and efficient manage¬ 
ment” to maintain and continue the development of air 
transportation as prescribed by Title 49 U.S.C. 496b. The 
management of Northwest in the past has not been con¬ 
ducted in the manner required by Title 49 U.S.C. 486b 
and as no showing has been made that this subsidy will 
be so used, it is apparent that its past uneconomical and 
inefficient management will continue. 

(4) This subsidy, if granted as proposed by the Board 
in the Order to Northwest will 

(a) aggrieve and adversely affect the substantial in¬ 
terest of Air Transport because this money will be used 
to defray its uneconomical, wasteful, extravagant, and 
faulty management and thus make illegal the proposed au¬ 
thorization of this subsidy allowance to which Air Trans¬ 
port objects; 

(b) this money will enable Northwest to replace its 
losses incurred by carrying cargo and passengers at less 
than its cost, which amounts to unfair competition with 
Air Transport. 

This subsidy, if granted, in effect, indemnifies North¬ 
west against loss and seeks to insure a profitable operation 
of its business. 

244 (5) Over the period covered by the orders for 

which this subsidy is being paid Northwest, said 
certificated carrier used mail payments received from the 
United States Treasury to subsidize uneconomical carriage 
operations of passengers and cargo, providing rates there¬ 
for at lower than actual cost of operation, thereby creating 
an unfair competitive position with Air Transport which 
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has been thereby greatly damaged and its financial position 
greatly impaired. If this mail subsidy pay is given North¬ 
west as proposed by this order, the stamp of approval will 
thereby be given to the unrealistic and uneconomical opera¬ 
tion and rates heretofore charged by Northwest and will 
be contrary to law, to wit, the provision of Title 49 U.S.C. 
486b which requires as a precedent to the awarding of 
this mail pay subsidy “honest, economical, and efficient 
management” which did not exist with respect to the 
operations of Northwest over the period of time covered 
by CAB Orders Serial Nos. E-5243 and E-5244. Over this 
period Northwest charged less than actual cost for the 
carriage of passengers and freight which they have only 
been able to do by draining the United States Treasury of 
the taxpayers’ money by the use of air mail subsidy in their 
wasteful, extravagant, unnecessary and financially unwise 
operations and in the conduct of their business affairs in 
imprudent and uneconomical management to the financial 
loss of Air Transport caused by this destructive competi¬ 
tion which is only possible by use of air mail subsidy. 

(6) The Board did not apply the proper criterion in 
reaching its conclusion as to the granting of this mail sub¬ 
sidy to Northwest. The proposed order is erroneous as a 
matter of law because of the lack of evidence and essential 
finding required to support it. Its erroneous statutory 
construction is not supported by evidence or any finding 
of the Board and if the Order stands, Air Transport will 
suffer through the operation of this illegal Order. 

245 (7) Northwest Airlines’ freight tariff of 15<£ 

per pound and its tourist passenger tariff of 35£ 
per pound between Seattle, Washington and Anchorage, 
Alaska, are insufficient to provide a profit. Of North¬ 
west’s total revenue of 62.40^ per pound, 26.33 is mail 
pay. This mail pay, representing a temporary mail rate 
awarded, is very much more than is necessary under 
honest, economical and efficient management to assure the 
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i 

continuance of Northwest Airlines’ service. The over¬ 
whelming proportion of this airmail pay is not com¬ 
pensatory. Unnecessary subsidy is included to sustain 
Northwest’s losses incurred by quoting freight rates of j 
15^ per pound and passenger rates of 35^ per pound. 
While Northwest shows this 26.33^ subsidy for each 
pound transported on its Alaskan and North Pacific 
routes as legitimate revenue, the greater part of it is not 
legitimate revenue but in fact is an unnecessary loss to j 
the United States taxpayers. If Northwest had so con- { 
ducted its management as to transport only the first class 
passenger service for which its operation was designed, 
these losses would not have been incurred. Only by 
transporting quantities of below-cost freight and below- j 
cost “tourist” passenger traffic to duplicate the services j 
of non-subsidized carriers did Northwest incur these j 
losses. 

I 

If Northwest produces separate cost figures for its 
Seattle-Anchorage route segment of its Trans-Pacific 
operations, these costs will not be sufficiently lower than 
the figures heretofore shown to establish that Northwest 
can conduct a profitable business operation in freight and 
tourist passenger service. Only Northwest’s first class 
passenger operation is self sustaining as its costs per 
pound to Anchorage is 47.56<*. Its price for service to 
Anchorage for freight is 15^ per pound and for “tourist” j 
passengers is 35^ per pound, while its price for first class 
passengers is 50<£ per pound. Offer is made to prove the 
facts set forth on the attached chart showing prices, 
costs, revenues and profits and losses of Northwest and 
other carriers. 

I 

(8) The approval by the Board of this mail pay to 
Northwest will operate in effect as a reward for its waste¬ 
ful, extravagant, and unwise operations; and as in cost- 
plus contracts, the greater the uneconomical operation the 
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greater the profit from mail pay. 

246 (9) Northwest paid dividends of 4.6% on its 

preferred stock, amounting to $.28% per quarter 
from August 1, 1947 to February 1, 1950; no dividends 
from 2/1/50 until 11/1/50 when $.8614 was paid, clearing 
all dividends in arrears. Northwest has 384,845 shares, 
par value $25. These dividends were paid as a result of 
mail subsidy on the basis of temporary mail rates. North¬ 
west is paying dividends to its preferred stockholders from 
this mail subsidy notwithstanding its losses due to its past 
uneconomical and inefficient management. The payment of 
these dividends from temporary mail pay subsidy in it¬ 
self not only does not show “honest” management but 
clearly indicates the contrary. 

(10) The purchase by Northwest of Stratocruisers 
constituted unwise, uneconomical, and inefficient manage¬ 
ment because the load factor on Pacific service was in¬ 
sufficient to justify the employment of this larger and 
more modern aircraft. 

(11) On February 15, 1950, a bona fide offer was 
made to the Civil Aeronautics Board to transport all air 
mail between Seattle and Anchorage and Fairbanks, 
Alaska for One Dollar ($1.00) per year which would save 
the government over two million dollars per year in mail 
subsidies. A competing operator, if given the mail pay 
could profitably carry the passengers and cargo free of 
charge. 

(12) Expert testimony from a competent, qualified wit¬ 
ness, if permitted to testify, will establish that it is im¬ 
possible for Northwest Airlines to conduct cargo and/or 
combination cargo passenger operations profitably with¬ 
out recourse to subsidy although other companies operat¬ 
ing over this same route without subsidy can do com¬ 
bination cargo passenger operations at a profit. 

(13) These temporary rates for Northwest’s trans¬ 
pacific operations as set forth in Order Serial No. E-5244 
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in Docket No. 2539, et aL, cover a period of approxi¬ 
mately four years and three months, from September 26, 
1946, to December 31, 1950, daring all of which period 
Northwest operated at a loss due to a lack of honest, 
efficient, and economical management. During all of this 
period other carriers operated over the same route be¬ 
tween Seattle and Anchorage, Alaska at a profit without j 
the benefit of mail pay. 

247 (14) Northwest did not quote the below cost j 

rates which caused the losses during the period ! 
covered by Order Serial No. E-5244 in Docket No. 2539, ! 
et al., until after similar or lower rates had been estab- j 

lished by non subsidized competitors. j 

I 

(15) Although the mail rates mentioned in Northwest 
petitions, Dockets No. 2539, et al. and 3211, are designated 
as “temporary rates”, nevertheless the Boards Order 
Serial No. E-5244 covers a period of over four years 
and Order Serial No. E-5243 covers a period of over 
three years, which are unreasonable periods for “tern- j 
porary rates”, and as a practical matter have caused 
Air Transport Associates, Inc. permanent loss and dam¬ 
ages which cannot be alleviated by subsequent adjust- ! 
ments of final awards. 

i 

(16) The use which will be made by Northwest Air- j 
lines of the subsidy it receives based upon these mail | 
rates set forth in the orders mentioned in the preceding J 
paragraph, will continue ad infinitum with the resultant | 
continuing damage to Air Transport Associates, Inc. 

Respectfully submitted, 

/s/ Warren E. Miller 
Warren E. Miller 
910 17th Street, N. W. 
Washington 6, D. C. I 

Attorney for Air Transport 
Associates, Inc. 









COMPARATIVE EFFICIENCY 

OF INDEPENDENT AND CERTIFICATED CARRIERS SERVING ALASKA 

EXPRESSED IN CENTS PER REVENUE POUND FOR A DISTANCE OF 1560 MILES (SEATTLE-ANCHORAGE) 


*. 70 | 


PRICES 


COSTS 


REVENUES^ 

62.40'*' 


.60 — 


. 50 ,— 


PROFITS 
a LOSSES 

(BEFORE MAH PAY ANO 
FEDERAL INCOME TAXES) 


First dass far* perils 
ftfOO SEA-AMC) 


.40 


.30 


Tourist far* per lb. 
passengers ($70 SEA-AMC) 
.30 


Fore per lb. 
passengers 
($60 SEA-AMC) 


201 — 


.10 h- 



ATA PAA NWA 


Computed from revenue ton mile data. ATA data: ATA accounts and statistics. 12 mos. ending Dec. 31,1950. 
PAA and NWA data: os filed with Civil Aeronautics Board, 12 mos. ending June 30, 1950. 



PAA NWA 


Key: 


ATA * Air Transport Associates Inc, et al. 
PAA - Pan American Airlines 
NWA- Northwest Airlines 

4 

Total Transport Revenue 
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Orders 

Serial Number E-5273 

UNITED STATES OF AMERICA 
CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 

Adopted by the Civil Aeronautics Board 
at its office in Washington, D. C. 
on the 11th day of April, 1951. 

In the matter of the compensation for the transportation 
of mail by aircraft, the facilities used and useful there¬ 
for, and the services connected therewith, of NORTH¬ 
WEST AIRLINES, INC. in its trans-Pacific opera¬ 
tions. 

Docket No. 2539 et al . 

Order Fixing Fair and Reasonable Temporary Rates 
For the Transportation of Mail by Aircraft 

The Board having on March 28, 1951, by Order Serial 
No. E-5244, directed Northwest Airlines, Inc., hereinafter 
referred to as Northwest, to show cause why the temporary 
rates specified in said order should not be established pend¬ 
ing the determination of final rates; 

No notice of objections or answer to the proposed tem¬ 
porary rates having been filed by any party; 

Public hearing in the above-entitled proceeding having 
been held on April 10, 1951, and an appearance having 
been entered on behalf of Air Transport Associates, Inc., 
pursuant to section 302.6(a) of the Procedural Regula¬ 
tions; 

The Board, upon consideration of the record, hereby re¬ 
affirming all the findings set forth in the aforementioned 
order to show cause; 
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IT IS ORDERED, That the fair and reasonable tem¬ 
porary rates to be paid Northwest for the transportation 
of mail by aircraft, the facilities used and usefnl therefor 
and the services connected therewith in Northwest’s over¬ 
seas and foreign operations between the points between 
which Northwest by its certificates of public convenience 
and necessity is presently, or hereafter may be, author¬ 
ized to transport mail are as follows: 

A. For the period September 26, 1946 to De- 
251 cember 31, 1950, inclusive, the sum of $14,869,000. 1 

B. For the period on and after January 1,1951: 

For each calendar month an effective rate per desig¬ 
nated mile flown obtained by dividing by the designated 
miles flown during the month the product of 1.874 cents 
times the lower of 16,900,000 or the standard available 


1 For administrative purposes, the breakdown of mail compensa¬ 
tion by periods is as follows: 


Sept. 26, 1946 - December 31, 1946 
January 1, 1947 - June 30, 1947 
July 1, 1947 - December 31, 1947 
January 1, 1948-June 30, 1948 
July 1, 1948 - December 31, 1948 
January 1, 1949 - June 30, 1949 
July 1, 1949 - December 31, 1949 
January 1, 1950 - June 30, 1950 
July 1, 1950 - December 31, 1950 


$ 51,000 

1,442,077 
1,465,923 
1,605,284 
1,622,716 
2,090,714 
2,125,286 
2,214,689 
2,251,311 


Total $14,869,000 


According to the carrier, under the previous temporary rate orders 
it has received for such operations, including operations during the 
period September 1, 1946 - September 25, 1946, temporary mail pay 
in the total amount of $17,999,344. Since the carrier’s mail rate 
petition was not filed until September 26, 1946, the revocation of so 
much of the prior orders as applicable to the first 25 days of Sep¬ 
tember 1946 and the finalization of the instant order will result in 
there being due from the carrier to the Government the sum of 
$3,130,344. The method of repayment of that amount, whether by 
off-set against domestic mail pay owing to the carrier or otherwise, 
is a matter for the Postmaster General and the carrier. 
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seat miles flown in scheduled passenger service during the 
month. 

The available seat miles flown in scheduled passenger 
service during the month shall be computed by multiply¬ 
ing the scheduled mileage flown in passenger service dur¬ 
ing the month with each aircraft type by the standard 
available seats for that type as specified below: 


Aircraft Ty'pe 

Seats 

Douglas DC-3 

21 

Martin 202 

40 

Convair 240 

40 

Douglas DC-4 

40 

Lockheed Constellation 

43 

Douglas DC-6 

43 

Boeing Stratocruiser 

61 

The aforesaid rates per 

airplane mile shall b» 


applied to, and the designated mileage flown shall 
be computed on, the direct airport-to-airport mileage be¬ 
tween points served for the carriage of mail on each 
trip flown on a schedule designated or ordered to be 
established by the Postmaster General for the carriage 
of mail, and the scheduled mileage flown shall be com¬ 
puted on the direct airport-to-airport mileage between 
points actually served on each trip flown in scheduled 
passenger service including all trips operated as extra 
sections thereto. 

The compensation provided above shall be inclusive of, 
and not in addition to, the mail compensation heretofore 
received by the carrier for the transportation of mail on 
and after September 26, 1946. 

IT IS FURTHER ORDERED, That this order fixing 
fair and reasonable temporary rates shall be effective as 
of this date, all parties to the above-entitled proceeding 
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having already waived all further procedural require¬ 
ments short of a final decision by the Board; 

IT IS FURTHER ORDERED, That this proceeding 
remain open pending entry herein of an order fixing final 
rates retroactive to such date as the Board may deter¬ 
mine, which said final rates may be lower or higher than 
the temporary rates fixed herein; 

By the Civil Aeronautics Board: 

/s/ M. C. Mulligan 
M. C. Mulligan 
Secretary 

(SEAL) 



